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DEFENSE PRODUCTION ACT 
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MONDAY, NOVEMBER 26, 1951 


ConGrEss OF THE UNITED STATES, 
Jornt COMMITTEE ON Derense PropuctTIon, 
Washington, D.C. 


The committee met, pursuant to notice, at 11:10 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank and Capehart; and Representative 
Brown (vice chairman). 

Also present : Senator Aiken and Representative Bailey. 

The Carman. Let the committee come to order. 

I want to make this statement on behalf of Senator Capehart, Con- 
gressman Brown, and myself. We thought it advisable to have a 

résumé of what had happened with respect to the so-called Defense 
Production Act since we passed the amendments in October. 

We would like to have you bring us up to date on what has happened, 
so we have called you this morning, Mr. DiSalle, to tell us about new 
price regulations, and Mr. Fleisc hmann this afternoon to go fully into 
allocations and priorities. ‘The committee would like you to go into all 
the facts surrounding the unfortunate statements that I have noticed 
that the American people are suffering from continued price increases. 

I notice that the President was quoted as saying—and I will read 
correctly what he said in the newspapers—that the inflationary spiral 
has begun again. That was in the Wall Street Journal this month. 

I was hopeful that, perhaps, the control laws that were passed 
would stop the spiral, because it appears to me that when wages go 
up, prices go up, and when prices go up, wages go up, and the spiral 
continues up and up and up, always to the detriment of all the people, 
whether they be wage earners or whether they be white-collared work- 
ers or whether they be Government employees. 

I know that you have a statement, and I presume you will want 
to read it. I was concerned considerably as to how much more this 
is going to cost the taxpayers in providing funds to purchase the 
commodities for the manufacture of materials that are to be used 
in the production of planes and ships and tanks and other things. 

Therefore, we thought it would be a good plan now to have this 
hearing, which will last for 2 days, so that we can find out a little as 
to what is going on before we get back here and meet in January. 
We thought it would be better to have you now than it would be to 


hear from you in December. 
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Will you go ahead, Mr. DiSalle, and proceed in your own way, 
unless Congressman Brown or Senator Capehart have anything to 
say. 

Senator CareHart. Not at the moment. 


STATEMENT OF MICHAEL V. DiSALLE, DIRECTOR OF PRICE 
STABILIZATION 


Mr. DrSaute. Mr. Chairman and members of the committee, first 
of all I want to apologize for being late. I find it more difficult to 
get out of Ohio each time I get back there, and so last night, just 
shortly before I was to leave by plane, we were notified that we were 
rrounded, and I had to make a train reservation, and the train was 
late getting in this morning. However, I am very happy to have this 
opportunity for the first time to give in concentrated form to the 
members of the committee the effects of the amendments to the De- 
fense Production Act. 

As I remarked this morning as we were going over my statement, 
when the regulations to implement the amendments are issued one 
at a time, it does not seem nearly as bad as when you see the entire 
collection of them. In connection with my statement we have gotten 
together a collection of all the regulations that we have had to issue 
as a result of the amendments to the Defense Production Act, and I 
think that the members of the committee will agree that the effects 
will be harmful to the economy. 

The Cuatrman. Let us get that straight, what would be harmful 
to the economy? It is not what this committee did, but, perhaps, 
what the Congress failed to do—what is the status of the situation? 

Mr. D1Sa.ue. That is explained in the statement in detail. 

On July 31 last, Congress extended the Defense Production Act 
of 1950 to June 30, 1952, and adopted a number of amendments which 
substantially affect the price-control program. 

The Office of Price Stabilization has already informed the appro- 
priate committees of Congress as to the implication of some of these 
amendments. We particularly recommended repeal or modification of 
the three major amendments: Section 402 (d) (4), the so-called Cape- 
hart amendment; section 402 (k), the so-called Herlong amendment; 
and the last sentence of section 101, the so-called Butler-Hope amend- 
ment. 

The Senate adopted a bill, S. 2170, which would both clarify see- 
tion 402 (d) (4) and make it administratively more workable. The 
House Banking and Currency Committee accepted this Senate re- 
vision with one modification, which extends the base period to July 
1, 1949. The House, however, failed to consider the revision prior to 
its adjournment. 

The Cuatmman. Just for the record, the Banking Committees of 
both the Senate and the House worked very hard on this, and I under- 
stood that the amendment that the House put met with no material 
objection from you. 

Mr. DiSatxe. That is right. 

The Cuarrman. In other words, the committee did what was asked 
of them. 
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Mr. DiSaute. In faet, if you will recall, Senator, I called you about 
that, and you said you would accept the amendment without going to 
conference on it. 

The Cuarrman. As I understood, it was satisfactory to you and to 
Mr. Wilson. 

Mr. DrSatxe. That is right. 

The Senate Banking and Currency Committee also reported out 
favorably S. 2180 which amends the last sentence of section 101 of 
the act in such a way as to restore to OPS the authority to carry out a 
slaughter-quota program. 

Irrespective of what action Congress may take on these amendments 
in the future, at the present time they are the law of the land. It 
has been our endeavor to administer them according to their provisions 
and in accordance with the congressional intent, notwithstanding the 
administrative difficulties and notwithstanding the effects on ceiling- 
price levels. 

I am here today at your request to report to you on the measures we 
have adopted to implement not only these amendments but the other 
provisions which were added to the Defense Production Act of 1950. 

Senator Capenart. Are you going to give us in your statement here 
the effect on ceiling-price levels ; is that in your statement ? 

Mr. DrSatie. The effects / 

Senator Carenarr. Yes. 

Mr. DiSau.p. Generally, generally. 

Senator Carenarr. Are you going to give us the list of those in 
which prices have increased, say, in the last 6 months, and those that 
have decreased / 

Mr. DiSaute. We will give you a list of the regulations that have 
been issued pursuant to the Defense Production Act, and the effect 

Senator Carenarr. My point is, are you going to give us in your 
statement the categories of businesses whose prices have increased and 
those that have been decreased ? 

Mr. DiSatxe. No, just the regulations that were issued pursuant to 
the act. 

Senator Capenartr. Well you say, “notwithstanding the effects on 
ceiling-price levels,” and my point is, Are you going to take businesses 
by categories and show where prices today are more than they were 
6 months ago, and those that are less than they were 6 months ago? 

Mr. DrSauie. We could do that if you would want it that way, 
but, as I understood the request, it was the measure to carry out 
the amendments to the Defense Production Act, and these 

The CHamman. That would cause prices to rise; that is what I 
want to find out, because we are trying to hold the line here on prices 
and wages. If we cannot hold the line, the President is quoted as 
saying that we will start another inflationary spiral and the suffering 
in this country is going to be pretty bad. 

Mr. DiSauie. It is prettv hard to hold the line with a law which 
calls for increased costs and provides for higher ceilings. 

Senator Carenarr. What I would like to see is business by 
categories in which you would give us how much they have increased 
their ceiling prices in the last 6 months, and how many decreases 
there have been. 
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Mr. DiSaizte. You must understand, Senator, that the amend- 
ments—our regulations covering these amendments have been issued 
recently in the past few weeks, and that a good many of these busi- 
nesses have not yet had time to avail themselves of their provisions. 

Senator Capenart. One thing I am interested in is knowing whether 
or not, taken by categories, prices are more than they were 6 months 
ago, and if so, how much, and how many prices are higher—how many 
businesses taken by categories there are whose prices are lower than 
they were, say, 6 months ago. 

Mr. DrSauite. Are you talking about actual market prices or 
ceilings ¢ 

Senator Carenart. I think I am talking about the only thing that 
means anything to me, and that is, has the cost of living gone up, what 
prices have gone up, and what prices have been decreased. 

Mr. DiSauie. Of course, the index, the cost-of-living index, gives 
that information and tells whether the cost of living has gone up or not. 

Senator Carenart. But you do not have the figures broken down 
by categories, by durable goods, and-—— 

Mr. DiSauue. Yes; we have them. 

Senator Carenart (continuing). Hog prices and beef prices. 

The CHarrman. Senator, I have a statement here that I had the 
Department of Agriculture prepare showing all the prices that had 
increased, and the prices of commodities that were below parity. I 
thought with respect to things that were so far below parity, I wanted 
to know whether it was worth while keeping ceiling prices on them 
because of the extra cost it might result in with your limited funds, 
und as to what extra it might cost the people. 

For instance, oranges are 42 percent of parity. I have a list of 
all of that here, which I am going to ask unanimous consent to make a 
part of the record. 
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(The document referred to follows :) 


Effective parity prices for farm products, and average prices received as a per- 
centage of effective parity prices, United States, Oct. 15, 1951, with compari- 
sons * 





Average price as a 
percentage of par- 
Base ity prices ¢ 
Commodity and unit period eorer ee te" — 
price ? 


Effective parity 
prices ° 


Sept. 15, | Oct. 15, | Sept. 15, | Oct. 15, 


1951 1951 1951 1951 

Basic commodities 
Cotton, per pound cents 212.4 33. 85 33. YS+ 100 107 
Wheat, per bushel dollars 0. 884 2. 41 2. 42+ 86 87 
Rice, per hundredweight do 1. 97 5. 56 5. 58+ 72 M4 
Corn, per bushel do 50. 642 1.75 1. 76+ 4 93 
Peanuts, per pound cents 54.8 13.1 13. 2+ M4 7v 
Tobacco, per pound, flue-cured, types 11-14 

do 619.9 56. 1 56. 3+ v3 102 

Designated non basic ct mmodities 
Potatoes, per bushel dollars 1.12 1. 80 +1. 83+ 68 76 
Butterfat, in cream, per pound cents 27.2 76.7 77. 0+ 90 > S8 
Milk, wholesale, per hundredweight dollars 1.70 4.79 4. 81+ vi O4 95 
Wool, per pound cents 20.1 56.7 56. 9+ 

Other nonbasic commodities 
Barley, per bushel dollars 50.619 $1.52 51.534 77 80 
Beans, dry edible, per hundredweight do 3. 28 9. 25 9. 28+ 80 81 
Cottonseed, per ton do 26. 10 73. 60 73. 90+ vO 95 
Flaxseed, per bushel do 1. 67 4.71 4.734 72 80 
Oats, per bushel do 50. 399 50. 981 * 0. 981+ 79 83 
Rye, per bushel do 50.720 $1.77 §1,77- 82 86 
Sorghum, grain, per hundredweight do $1.2) § 2.97 $2. 99+ 71 73 
Soybeans, per bushel ‘ do 1.00 2. 82 2. 83+ 93 
Swectpotatoes, per bushel do 0. 908 2. 56 2. 57+ 112 105 
Grapefruit, per box do 71.25 $2.02 § 2.034 62 
Lemons, per box do 72.02 § 3. 26 § 3. 29+ YS 55 
Oranges, per box do 72.29 § 3. 69 $3. 734+ 44 42 
Apples, per bushel - do 1.02 2. 88 2. 89+ 70 66 
Beef cattle, per hundredweight do 7.02 19. 80 19. 90+ 14 146 
Chickens, live, per pound cents 11.1 31.3 31. 4+ 81 77 
Eggs, per dozen do $21.5 §52.8 § 53. 04+ *93 89 
Hogs, per hundredweight dollars 7. 57 21. 30 21. 40+ 92 95 
Lambs, per hundredweight do 7.71 21. 70 21. 80+ 137 137 
Turkeys, live, per pound cents 14.2 40.0 40. 2+ 91 sy 
Veal calves, per hundredweight dollars 7.84 22. 10 22. 204 148 147 


' Parity prices are computed under the provisions of title LI], subtitle A, sec. 301 (a) of the Agricultural 
Adjustment Act of 1938 as amended by the Agricultural Acts of 1948 and 1949 

+ Adjusted base period price 1910-14, based on 120-month average, January 1941-December 1950, unless 
otherwise noted. Adjusted base-period prices shown apply for 1951 only. For adjusted base-period prices 
used in October 1950 see Agricultural Prices for that month 

3 Effective parity prices as computed currently in months indicated using base-period prices and indexes 
then in effect 

‘ Percentages of parity are shown for the basic commodities and for other commodities for which 5 percent 
or more of annual sales by farmers are normally made in months designated 

$#0-month average, August 1900-July 1914 

* Adjusted base price 1910-14, derived from 10-season average prices 1941-50 

7 10-season average 1919-28 

* Transitional parity, 90 percent (95 percent during 1950) of parity price computed under formula in use 
prior to January 1, 1950 

* Percentage of seasonally adjusted prices to parity prices 

Equivalent on-tree returns for all methods of sale 
't Revised 
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Mr. DiSauue. We have no ceilings on those items that are below 
parity. 

The Cuarrman. I know, but they have to keep books on it, I under- 
stand, and so forth. 

Mr. DiSat.Le. Not on items that are below parity. 

The Caatrman. What about textiles, for instance? 

Mr. DiSauxie. Well, textiles are not on 

The Cuairman. Here is the list which you can look at. 

Mr. DiSauie. Textiles are not on the parity list. You are talking 
about agricultural commodities. 

The CuHatrman. I am talking about both. 

Mr. DiSautue Well, those agricultural commodities are below 
parity; we place no ceilings on them. 

The Cnarmman. I understand that. How about manufactured 
products / 

Mr. DiSatie. Market prices for some manufactured products are 
below ceilings at the present time, but there is a very definite reason 
for maintaining controls, and if we can go into it—— 

The Cuamman. I would like to know. 

Mr. DiSaute. I would like to go into it in the course of the hearing. 

The Cuairman. You go ahead. 

Mr. DiSatie. With respect to section 402 (d) (4), this provision has 
two principal features. First, it prohibits OPS from issuing regula- 
tions requiring roll-backs below prescribed price levels. Second, it 
requires OPS to make individual adjustment of ceiling prices in 
accordance with a new formula, upon applications filed by individual 
manufacturers, processors, and sellers of services. 

The first feature, covering the general roll-back provisions, appears 
in the first two sentences. These two sentences, taken together, pro- 
vide that no future regulation shall prescribe a ceiling-price level 
below the lowest of these three standards: (a) the price prevailing just 
before the date of issuance of the regulation or order establishing such 
ceiling prices, () the price prevailing during the period January 
25, 1951, to February 24, 1951, inclusive, or (¢) the highest price 
between January 1, 1950, and June 24, 1950, inclusive, adjusted for 
increases or decreases in all costs occuring subsequent to the date on 
which such highest price was received and prior to July 26, 1951. 

The third sentence contains the provision which allows individual 
manufacturers, processors, and sellers of services to file an application 
for an adjustment and requires the OPS to grant a new ceiling price 
to these individual concerns. 

Senator Carenarr. Will you yield for just a moment? It does not 
require OPS to grant a new ceiling price to the individual concerned 
unless they qualify under the formula; is that right ? 

Mr. DrSaute. That is right. 

Senator Carpenartr.. Would it have been wise to have so stated it? 
The implication there is that they automatically do it without con- 
sulting you, which they do not. 

Mr. DiSautie. They do under some regulations. 

Senator Carrnart. Do you not have to approve / 

Mr. DiSatie. No. Under these regulations they comply with the 
formula, and their price becomes effective immediately upon receiving 
a return postal receipt conforming receipt by OPS. 

Senator Carenart. That is under your regulations ? 
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Mr. DiSatie. That is right. 

Senator CarpeHart. In other words, you could have written a regu- 
lation that they could not have put it into effect until you had approved 
it; could you not ¢ 

Mr. DrSauxe. As we said in our objection to the amendment, Sen- 
ator, there just were not enough accountants to do it in that fashion. 
We just could not hold up business long enough to permit the 
individual processing of these applications. 

Senator Carenarr. How else would you do it? I mean, under any 
regulation you either permit them to do it themselves under a for- 
mula written by you or you permit it te be done under a formula 
written by Congress. Is that correct ¢ 

Mr. DiSae. No. 

Senator Carpenart. Somebody has to write the formula, and in this 
instance the Congress wrote the formula. 

Mr. DiSatue. No. In many regulations we just do not approve of 
a formula-type regulation. In most cases we prefer the issuance of 
dollars-and-cents ceilings, in which we have had time to make studies 
and surveys and establish the dollars-and-cents prices contained in the 
regulations as the fair price for the commodity. 

Senator Capenart. Under any regulation, you write rules and 
regulations for the sellers to go by ; do you not ¢ 

Mr. DiSauxe. That is right. 

Senator Capenarr. And in those rules and regulations is a formula 
by which they figure their selling prices; is that correct ¢ 

Mr. DiSauie. Not necessarily. 

Senator Carenart. Well, what is necessary ¢ 

Mr. DiSauze. In a good many cases we establish the dollars-and- 
cents prices for the commodities. 

Senator Carenarr. You did it by yourself arriving at a formula? 

Mr. DiSatie. Well, we did it by studies rather than by allowing 
sellers to price bya formula. There isa difference. 

Senator Capenartr. What is the difference between a study and a 
formula? 

Mr. DrSauue. Well, a formula is a means of allowing a seller to 
arrive at a price by a method we have provided. We prefer the 
establishment of a price ourselves rather than permitting the estab- 
lishment of a price by formula. 

Senator Carrnarr. I have read your regulations, not only at the 
moment but during World War II, and in every instance you wrote 
out what you called rules and regulations, and showed the manufac- 
turer or the seller how to arrive at his selling price under your rules 
and regulations. 

Mr. DiSauie. Not in all instances. , 

Senator Capenartr. Then, I just do not understand the English 
language. In this instance the Congress wrote the formula, 

The CratmrmMan. Proceed, sir. 

Mr. DiSauxe. This adjusted ceiling price must reflect the highest 
price between January 1, 1950, and June 24, 1950, adjusted for in- 
creases or decreases in all costs eccurring subsequent to the date on 
which such highest price was received and prior to July 26, 1951. 

At the outset, let me point out that every regulation or amendment 
issued after the enactment of the Capehart amendment which fixes 
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ceiling prices for nonagricultural commodities or services has met 
the minimum levels required by this provision. 

In addition, as soon as the Capehart amendment was enacted into 
law, OPS proceeded to work out standards and procedures in order 
to permit individual applications for adjustment in conformity with 
the third sentence of the amendment. Here is what OPS has done. 

In the manufacturing field 

Senator Carenarr. Let me ask this question: What do you mean 
when you say “has met the minimum levels required by this provi- 
sion”? 

Mr. DrSauue. The minimum level prescribed in the first two sen- 
tences of section 402 (d) (4). 

Senator Capenarr. The deadline of July 26, 1951, was an effort 
on the part of Congress, of course, from that point on, to stop any- 
body from using any increase in cost of any nature to increase his 
selling price. Now, is that working, and is that going to stop these 
increases from that point on? 

Mr. DrSauie. You will still have cost increases. Standards are 
being written for the meeting of these cost increases subsequent to 
July 26. We hope that we can be able to devise standards which will 
require absorption of some of those cost increases occurring after 
July 26. That is something that we are prohibited from doing at 
the present time up to July 26. 

Senator Carenarr. Was it not the intention of the law that we 
wrote that no man could use any cost increases that occurred after 
July 26 for the purpose of increasing his selling price ¢ 

Mr. DrSaute. Was it the purpose of the law to put people out of 
business ¢ 

Senator Carenarr. I am asking you, was not the law specific on that 
point ¢ 

Mr. DiSauie. No; I do not think it was specific at all. The law 
still provides that regulations must be generally fair and equitable. 

Senator Carenart. Then you are going on the premise that even 
after July 26that you are going to permit prices to increase / 

Mr. DiSatie. Where we feel that the standards require an increase. 
For example, if a man is engaged in the wool business, and there is an 
increase in wool prices that he must meet, we certainly cannot tell that 
man that he must absorb all of that increase. Nor could we tell him 
that he could go out of business. 

Senator Carenart. What causes an increase in wool prices or any 
other price after July 264 I mean, what is there that causes that! Is 
it due to rules and regulations! Is it due to the law—— 

Mr. DrtSauie. No, wool 

Senator Capenart (continuing). Or is it due to the supply and de- 
mand regulating the price? 

Mr. DiSatte. Wool is an imported commodity. There may be a 
good many reasons for the increase of those prices. It may be purely 
speculative; the increase may be purely speculative, but we certainly 
have no control over it. But the domestic merchant who lives and who 
operates on wool still must pay that price. 

Senator Caprnart. Well, then, what you are saying to us and the 
American people is that after July 26 you are going to permit prices to 
increase as a result of increased costs—and you cite wool as an ex- 
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ample—that the price of wool may go up; and, therefore, you have 
got to permit the seller that uses wool to increase his prices. 

Mr. DiSatte. We might have to permit a price increase. If there is 
leeway whereby we can require absorption, we would require the in- 
creased costs to be absorbed; in other words, to maintain the price 
ceiling. 

Now, as far as cost increases up to July 26 are concerned, regardless 
of what the seller’s ability to absorb may be, we cannot require ab- 
sorption, and automatically we must grant price increases 

Senator Carenarr. Let me ask you this: Suppose the Ww age Stabili- 
zation Board permits wage increases after July 26. Are you going 
to allow the seller to increase prices in direct proportion to the increase 
in wages ¢ 

Mr. DrSatie. Not automatically; no, sir. 

Senator CareHArt. Not automatically ! 

Mr. DiSatxe. No, sir. 

Senator Carenarr. What you are going to do in that instance is to 
pass on each one of them individually ¢ 

Mr. DiSauie. That is right. 

Senator Carenarr. Doesn’t that throw you right back into this ad- 
ministrative problem that you have been objecting to? 

Mr. DiSauie. That is part of the problem that we always have 
had. 

Senator Carrnarr. Then, we might as well tell the American people 
at the moment that they can expect more price increases as a result of 
increases that occur after July 26. 

Mr. DiSauie. Senator, you might as well tell the American people 
this: that up to July 26 all cost increases must be reflected in price 
increases, 

Senator Carenarr. That is right. 

Mr. DrSauie. We have no discretion in the matter. 

Senator Caren arr. That is right. 

Mr. DiSauie. But after July 26 we do have some discretion. We 
will require absorption wherever the earnings position of the company 
or the industry permits the absorption of that cost increase. 

Senator Carrnarr. In other words, after July 26 you can either per- 
mit increases or you can disallow them, whichever way you happen to 
feel about it. 

Mr. DiSauze. No: we still will have standards. We still will have 
a law to operate under which requires the regulations to be generally 
fair and equitable. 

Senator Carrnarr. Which says they must be fair and equitable. 

Mr. DiSauxie. That is right. 

Senator Carenarr. But you are operating under that general pro- 
vision after July 26 prices will be permitted to be increased in direct 
proportion to increase in costs, and you maintain that you are obligated 
to do that under the fair and equitable provision of the law ¢ 

Mr. DiSau.e. Senator, those words are your own words, not mine. 

Senator Carenarr. Then, you state it in your own way. 

Mr. DiSauie. I have stated it. I have said that after July 26 cost 
increases will be measured against standards in order to provide a 
determination as to whether the industry or company may be able to 
absorb that cost increase without suffering any substantial hardship. 
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Senator Capenarr. Then the Congress passed a law setting up a 
formula, and that, to your mind, is only good to July 26, after which 
time you are going to take it wpoen yourself, and you are taking it upon 
yourself, to say which increase in costs will be absorbed by the seller 
and which will not. 

Mr. DiSauir. According to established standards. 

Senator Carrnarr. Standards that you yourself wrote. 

Mr. DiSatse. Which will be published. 

Senator Carenarr. I understand that. 

Mr. DrSautie. And according to standards which were handed down 
to us by the Economic Stabilization Administrator some months ago. 

Senator Capemart. You mean Mr. Johnston? 

Mr. DiSauie. That is right, the earnings standards. 

Senator Carenart. That was the formula that said that no in- 
dustry would be permitted to raise prices if its dollar profits amounted 
to 85 percent of the average of its three best years between 1945-49. 
You are still operating under that formula? 

Mr. DiSauzie. That is right. 

Vice Chairman Brown. I just want to call the Senator’s attention 
to one thing: As I understand your testimony, commodities produced 
in this country are commodities upon which you will hold the line 
at the present price, including cost and all to July 26, 1951, is that 
right? 

Mr. DiSatre. Cost after July 26. 

Vice Chairman Brown. I can understand about the wool, because 
quite a bit of wool is produced outside of the United States. I am 
speaking of commodities produced in this country. Do you expect to 
hold the line as of July 26, 1951, including costs? 

Mr. DiSautte. There may be exceptions on commodities produced 
in the United States. For example, within the past 2 months we 
had the problem of Maine sardines. The pack normally up there has 
been 3 million cases a year. 

This year the catch was small, and it was approximately a million 
cases. 

The overhead costs and the costs of processing those sardines cer- 
tainly rose in proportion. We were forced to grant a price increase 
in order to keep that industry operating. 

We had a case earlier in the year, citrus fruit in Texas, where there 
was a frost, and a great percentage of the crop was destroyed. We 
had to permit a price increase there in order to give those people 
money to process the smaller pack, and the additional costs in pro- 
cessing a crop that had been partially destroyed by frost. 

Those situations will arise all across the country. But we say. as 
a general rule, we can maintain the price level pretty much after 
these cost increases up to July 26 are absorbed into the economy. But 
it will not mean that you will have a flat freeze, there will be ex- 
ceptional cases. 

We have had cases, for example, where the Wage Board has granted 
some wage increases, in the shipbuilding industry, for example, where 
the industry was forced to give wage increases because it was in a de- 
pressed condition prior to June of 1950, and wages to its workers 
had not kept up with wages in other industries. 

Now. there is another kind of exceptional case that you have to look 
at. We had a directive from Mr. Wilson’s office on machine tools, 
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where, in order to stimulate production, price increases had to be 
granted. Those situations will continue to arise, but those are the 
exceptions rather than the general rule and, of course, those are the 
cases that people will hear about, the cases that Congress will hear 
about. You will not hear about the number of cases where we have 
turned down applications for increases because we would not feel 
they were justified or required under the law. 

The CHamman. Do you see another spiral of inflation coming? 

Mr. DrSa.ue. I say this: that if we are permitted to work under 
the law and under the standards we can keep things reasonably within 
control, 

The CHamman. I hope you do; that is why we passed the law, we 
want to keep inflation under control. I want to ask a question. 

Mr. DiSauie. I also want to say this, Senator, that the law that 
was passed, I still feel, permits price increases that I do not think 
are justifiable at the present time. We are required to do it under 
the law, and we are bound to do it. 

The Cyaan. Of course, I cannot be responsible—— 

Mr. DiSaxxe. I still cannot believe there is any justification for 
some of these increases that we are forced to grant. 

The CHairman. | hope you can find some way—of course, if it is 
the law you cannot—but I hope it will not be granted if it is not 
justified. 

Mr. DiSa.ue. You see, it is certainly no sinecure for me or for my 
office to have to grant price increases which we feel should not be 
granted, Then the papers carry the story across the country that 
OPS allows a price increase. 

The CHarmMan. You say you have got the formula, or whatever it 
was, from Mr. Johnston, is that right ? 

Mr. DiSaute. The earnings standards. 

The CHatrrman. What are you going to do now that Mr. Johnston 
is resigning’ Are you going to wait until they appoint someone 
else ¢ 

Mr. DrSauie. The Economic Stabilization Agency will still be in 
existence, 

The Cuarmman,. I understand that. But is there someone there now 
who can issue those orders? The reason I ask that is that we were 
interested in having Mr. Johnston or his successor here when we 
arranged this meeting some time ago. Of course, he is not going to 
be with us. because he has resigned, but the office is being run today, 
as I understand it, it is still operating ¢ 

Mr. DiSauze. Yes. 

The Cuarrman. Who is in charge of it ? 

Mr. DrSauie. Mr. Johnston is in there until the 30th of the month. 

Senator Capruarr. Mr. Chairman, I want to ask this question. 

You are then permitting and will continue to permit prices to in- 
crease under the fair and equitable general provision of the old 1950 
act ¢ 

Mr. DiSatie. Wherever we feel it is required. 

Senator Carrnarr. I do not know of anybody that has any quarrel 
with that. I think that is proper. 

How many applications have you approved to date uader the so- 
called Capehart amendment / 

Mr. DiSauie. How many have we approved / 
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Senator Caprnarr. Yes. 

Mr. DrSauze. It is very hard to determine. As I said, the regula- 
tion was just recently issued. Now, up until that time we have had 
70 applications. 

Senator Carenarr. Seventy‘ 

Mr. DiSauue. Seventy applications that we could definitely define 
as being applications under the Capehart adjustment formula. 

Senator Carenarr. Did you allow all 70 of them? 

Mr. D1Sauie. No; those are still pending, and they will have to 
file under the supplementary regulations. 

Senator Carenarr. Have you permitted anybody to increase his 
prices up to this time under the Capehart amendment ? 

Mr. DiSatze. In the issuance of additional regulations we have 
taken the so-called Capehart formula into consideration. 

Senator Caremartr. Has anybody increased his prices yet under the 
Capehart amendment formula ¢ 

Mr. DiSauxe. I would not be able to say. 1 would say this: that 
in some of our regulations, as a result of the formula, we have per- 
mitted a higher level of prices than normally would be permitted. 

Senator Carenuarr. But so far there have only been 70 applications? 

Mr. DiSatxe. Seventy applications. We have had a good many 
inquiries. We have told people to wait and to make their applications 
under the supplementary regulations. 

I will say this: that I have had informal discussions with a number 
of large concerns who took the attitude that, although at the present 
time they might not be able to secure the higher ceilings permitted 
under the law, they were still going to get these higher ceilings and 
keep them available until a time when they could get the higher 
prices. 

Senator Carenarr. Is it not a fact also that many manufacturers 
and sellers discovered when they sat down and worked out their prices 
under the Capehart formula that due to a change in the base period 
they found that the prices that you had given them were higher than 
they would have been under the Capehart amendment ? 

Mr. DiSauue. Well, we hope that is so. 

Senator Carpenart. Is it not true? 

Mr. DiSatie. But there have been no complaints to our office on 
that score. 

Senator Carenarr. Is it not true that because you used a different 
base period that many of them discovered that by using the Cape- 
hart formula, which had a different base period than that which you 
established originally under the act, that they found they were better 
off under the—— 

Mr. DitSauxe. I would not say that a number have found that the 
Capehart formula had a depressive effect. 

Senator Carenarr. I did not say that. I say that they found that 
they were better off under the original price that you set under your 
formula than they were under the Capehart amendment formula, is 
that not true / 

Mr. DiSauie. There might have been some—— 

Senator Carenarr. There are some? 

Mr. DiSauie (continuing). But the majority certainly found—— 

Senator Carenarr. But to date only 70 individual sellers have made 
application for price increases under the Capehart amendment. 
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Mr. DiSauxe. That is because we had no regulation—we will know 
more about that within the next2 or 3 weeks. 

Senator CapeHarr. You mean you are just now getting around to 
writing the rules and regulations / 

Mr. DiSaute. That is right. 

Senator Carenarr. Let us see, how long is it since the law was 
passed? The law was passed on July 31. 

Mr. DiSaure. July 31. 

Senator Carenartr. There is August, September, October, Novem- 
ber—that is 4 months. 

Mr. DiSauie. But you had under consideration an amendment for 
at least 2 months after July 31, or almost 2 months after that. 

Senator Carenarr. You mean we did or you did ¢ 

Mr. DiSatie. Youdid. In fact, this committee voted it out. 

The CuatrmMan. And the Senate passed it. 

Mr. DiSauxe. I will have to confess that I certainly was not anxious 
to issue a regulation that would increase prices if there was any pos- 
sibility of getting a change in the law. 

Vice Chairman Brown. Mr. DiSalle, Congress appropriated for the 
Army, the Navy, and the Air Force since January 1, the large sum of 
$83,995,.718.422. That is a lot of money. Of course, they want to 
spend that money now, but suppose they spend the greater part of that 
next spring. What effect. will that have on the economy of this coun- 
try without some kind of control ¢ 

Mr. DiSatie. Congressman, you have been familiar with this sub- 
ject a good many more years than I have, and you know exactly 
what effect it will have; that as we take more of our normal produc- 
tion and convert it to military production, cut down the available 
supply of civilian goods and at the same time increase consumer pur- 
chasing power, you will very definitely create much greater pressure 
than we have had to date. 

Vice Chairman Brown. I merely mention that to show you the 
necessity for holding the line as much as possible, because we know 
what is going to happen when all that money gets into the economy. 

Mr. DiSatie. I know a couple of football coaches last Saturday 
who knew of the necessity for holding the line, but all they had were 
cripples to put in there. 

Senator Carenarr. Well, generally speaking, though, are you not 
holding the line? 

Mr. DiSauie. Generally speaking, I would say that a pretty fair 
job has been done since the general freeze went into effect. 

Senator Caremarr. And, generally speaking, the law is doing the 
job. 

Mr. DiSauie. We had a much better law up until this last one. 

Senator Carenarr. Well, maybe so; I do not know. But, generally 
speaking, you are holding the line, and, generally speaking, the law 
is working; and, generally speaking, no one can use any increase in 
costs after July 26 for an increase in prices excepting under the fair 
and equitable provision of the old 1950 act, and I certainly have no 
quarrel with that. 

You say you are doing that in some instances, you are allowing 
increases, and in others you are turning them down ¢ 
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Mr. DiSatie. Of course, we are going to do the best we can, as 
[ said when I appeared in opposition to the 1951 amendments and 
in favor of — isions to revise these new amendments to the act. We 
will do the best we can with whatever we have to work with. 

Senator Carenarr. Is it not a fact that many products today are 
below the ceiling? 

Mr. DrSatte. Yes; there are a good many items below ceilings. But 
I would suppose that that was the intention of establishing controls, 
to drive these prices below ceilings. 

Senator Carerarr. I doubt if the controls had any effect on driv- 
ing them down. I think the law of supply and demand did that, and 
that brings me to this point. 

You had a ceiling of 15 cents on tallow, did you not ¢ 

Mr. DiSau.e. I think it was less than that. 

Senator CarrHarr. Tallow now is down to what: 8 cents a pound / 

Mr. DiSaure. I have the exact figures here. We have the current 
market at 7.57 cents; we had a ceiling price of 14.75. 

Senator Carruarr. Almost 15 cents. 

Mr. DiSauie. We have a proposed new ceiling price of 10.50 cents 
to 11 cents, which caused half of our industry advisory committee, I 
think, to resign. 

The Cuarrman. Why was that? 

Senator Carenarrt. I want to ask this cuestion. 

The Carman. I have 160 telegrams here about this very matter, 
addressed to me, which I was going to take up lateron. You say half 
the committee resigned. Why? 

Mr. DiSauie. Because we are proposing to establish a ceiling price 
only 25 percent above the current market. 

Senator Carenarr. My point is that you first established a ceiling 
price of 14.75, and then the law of supply and demand pushed the 
price down to 7.75. 

Mr. DiSaute. I want to point out— 

Senator Carenartr. Why did you lower the ceiling price ? 

Mr. DiSauue. Because tallow is a very volatile commodity, and 
could immediately rise, not only to our new proposed ceiling, but above 
that price if we did not have a ceiling established. 

Senator Caprnarr. It could not go through the ceiling, could it? 

Mr. DiSauie. That is why we established a ceiling. If we decon- 
trolled it, it could very well have gone up. 

Senator Carpenart. Were you right on the ceiling price of 14.75 
originally ¢ 

Mr. DiSauie. At that time we thought that we were, yes. In fact, 
the market at that time, in January, was 18.75 cents. 

Senator Caprmartr. Now, had tallow remained at 14.75, I mean if 
that had been the price, would you then have reduced the ceiling to 
10 cents 

Mr. DrSatie. I want to point out that as a result of the decline in 
tallow and hide prices, we were forced to increase beef prices in order 
to maintain the customary margin. 

Senator Carenarr. You did not answer my question. My question 
was, had tallow remained at 14.75, the ceiling price that you estab- 
lished yourself, had it remained at that, and if it was selling for that 
today on the market, would you still have reduced the ceiling price 


to 10 cents? 
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Mr. DiSatie. No, I do not believe that we would or could. But, 
by the same token, we would not have been forced to increase beef 
prices had tallow prices stayed at 14.75. 

The CHamman. You were forced to increase beef prices because of 
tallow prices? 

Mr. DiSatie. Yes. 

Senator CarenArr. Why are you putting a ceiling of 10 cents now 
if you have to increase beef prices; why didn’t you let it go? 

Mr. DiSauie. Because we feel that 10.50 is a fair price for tallow 
under existing conditions and that we can hold that. It compares 
witha 10-year average of 10.4. 

Now, at the time we established the 14.75 price for tallow, the market 
was somewhere around 18 cents, so we accomplished a roll-back at 
that time. 

Senator Capenmart. Well, it still does not make sense to me that if 
vou establish a ceiling of 14.75, and the law of supply and demand 
runs the price down to 7.75, that you would then lower your ceiling 
price to 10 cents, and then make the statement that you had to increase 
the beef price, that is, to the consuming public, in order to take care 
of this decrease in the price of tallow. 

Mr. DiSauie. Well, the price of soap is related to the price of 
tallow, and if we want to maintain soap prices at current levels, we 
must reduce the ceiling price on tallow to obviate the necessity of an 
increase in that price. 

Senator CarenartT. Have you decreased the ceiling price on soap ? 

Mr. DiSautie. We did very early in the control program, and re- 
cently the soap companies have announced another decrease in price. 

Senator Capenarr. They did it themselves; in other words, you said 
when you set a ceiling price of 14.75, and tallow was selling at 18 cents, 
and now it is selling at 7.75, that is a big drop—have the soap com- 
panies—have you decreased the selling price of the soap companies in 
direct proportion to the decrease in the price of tallow ¢ 

Mr. DiSauxr. I just do not have those figures in mind at the moment, 
but I could get them for you. 

Senator Carpenartr. Are you going to follow this policy all the way 
through? If the law of supply and demand decreases the selling price 
and the consuming public gets the benefit of it, are you going to adopt 
this policy of reducing all your ceiling prices downward ¢ 

Mr. DiSatie. No; there may be some market prices that would not 
represent a fair level of prices, and it would be impossible to capture 
the prices at those levels. We would only do that when we felt that 
the original price was inflationary or that the level had been achieved 
through some speculation. 

Senator Carenartr. The price of tallow at 7.75 is a losing proposi- 
tion to those who process it and deal in it, is it not? 

Mr. DiSauze. I couldn't say whether it was or not. But the fact is 
that the proposed ceiling price is not 7.75 but 10.50, 

Senator Capenarr. That is the ceiling price, I know that; the cur- 
rent market price ts 7.75. 

Mr. DrSau_e. So we would not follow the market all the way down 
to 7.75. We would only follow it to 10.50. 

Senator Carenarr. Why did you reduce it from 14.75 to 10.504 
What were you trying to accomplish ? 
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Mr. DiSauxe. Trying to accomplish a fair base for the establishment 
of ceiling prices for those commodities processed from tallow. 

Senator Capenartr. Then, you were wrong when you established 
the price at 14.75 some weeks ago or months ago. 

Mr. DrSautie. No. At that time the price appeared to have been 
right. 

Senator Capenart. Is it your intention then maybe 60 days from 
now that you will raise the ceiling price back to 14.75? 

Mr. DiSaie. Maybe not 14.75. It might go up as a result of some 
increases in the industry, some increased costs; it is a possibility. 

Senator Carpenarr. Well, I still do not see the economics of it. 
Maybe there is a good reason for it. 

Did you say you did intend to adopt this policy as the law of supply 
and demand reduces these prices below ceilings that you are going to 
drop your ceilings ¢ 

Mr. DiSauie. When Congress adopted this new amendment it gave 
us permission to adopt regulations establishing the level of prices at 
the price prevailing immediately before the issuance of the regulation. 

I do not know whether Congress had the law of supply and demand 
in mind at the time they adopted that or not. But we feel if the pre- 
vailing price is a fair price, and we could capture it in regulations 
without doing any substantial hardship to the industry involved, that 
we will capture the prevailing price. But in some cases the prevail- 
ing prices may be greatly deflated, and it woutd be harmful to attempt 
to hold them at that level. 

Senator Carenarr. I find the price of tallow, the average price, dur- 
ing 1947 and 1948 was 17.6, a little better than 171% cents a pound. 
Today it is 7.75, and you have adopted a ceiling, you said, of 10.75. 

Mr. DiSauie. I think you will find also that the 10-year average for 
tallow was 10.4 from 1941 to 1950, and after Korea, on June 24, 1950, 
tallow was at 4.75. Even at 7.87 today it is almost twice what it was 
at that time. 

Senator Carenarr. Why do you concern yourself with prices when 
they get below the ceiling which you yourself establish, like you did, 
14.75 on tallow ¢ 

Mr. DiSavue. The whole relationship of prices changes, and in order 
to maintain the new relationship it is often necessary to establish new 
ceilings on basic commodities. 

Senator Carrnarr. Did you say that the soap companies have re- 
duced their selling prices ¢ 

Mr. DiSauie. That is my impression. 

Senator Carruarr. And they did it of their own accord? You did 
not reduce their ceiling price? 

Mr. DiSauie. We did originally. 

Senator Careuarr. Well, is it a fact that at the moment then the 
soap companies, as a result of being able to buy tallow at 7.75 or, if it 
goes up to your new ceiling of 10.75, are in the position where they 
will be making a profit at the expense of those who process tallow ¢ 

Mr. DiSauie. No. You see, the reduction in tallow prices will per- 
mit us to hold soap prices at the new levels. 

Senator Carenarr. Permit you to hold them at the level that you 
established months ago. 

Mr. DiSase. No, at the new levels, the present levels. 
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Senator Caremarr. Are you going to reduce the ceiling price of 
soap? 

Mr. DrSautur. That is the intention at the present time. 

Senator Carenarr. And you are going to hold tallow prices not to 
exceed 10.75, and reduce the selling price of soap ¢ 

Mr. DiSauxe. Reduce the ceiling price of soap. 

Senator Carenarr. Ceiling price. 

Are soaps at the moment selling below, or above, or at the ceiling 
price ? 

Mr. DiSauze. They are selling below ceilings. 

Senator CareHart. They are selling below ceilings. So, you are go- 
ing to run the ceiling price then on soap down ? 

Mr. DiSauze. That is right. 

Senator Carenart. Just because the law of supply and demand is 
automatically taking care of it. 

Mr. DrSauie. Then, with new ceilings we will prevent the law of 
supply and demand from running it back up. 

Senator Caprnart. You are going to admit in the case of tallow at 
14.75 you were wrong, but now you are right at 10.75 cents ¢ 

Mr. DrSauie. Senator, what we did 4, 5, 6 months ago, in the light 
of conditions at that time, could be absolutely right at the time we did 
it. 

Senator Carenarr. Then if industry goes out and does a good job 
through mass production, and reduction in costs of their own accord, 
and reduces the prices below the ceilings that you yourself have 
established, then you are going to penalize them, is that it, by running 
the ceiling price down and saying that that is what it is going to be? 

Mr. DiSauie. Certainly there would be no penalty if they estab- 
lished those prices themselves. 

Senator Carenart. Is not what you really are doing is trying to 
take credit from a political standpoint by reducing these tallow prices 
to 14.75? 

Mr. DrSatte. As I told you before, Senator, I do not have to take 

political credit for anything here. I am not running for this office. 

Senator Capenart. I mean, are you not trying to take credit in this 
instance, and in this industry, where the law of supply and demand 
has reduced the tallow prices to 7.75, and where you had a ceiling of 
14.75 on it, and then you immediately reduced the ceiling price—I do 
not see the economics of it. There may be some good economics of it. 
It looks to me as if it is a 100 percent political effort. 

Mr. DiSatie. A 100 percent political effort to prevent a price in- 
crease from occurring that will penalize people in the future ¢ 

Senator Carenart. You see, the ceiling of 14.75 was set by yourself 
and the industry itself, and the law of supply and demand ran it 
down to 7.75, and then you come along and drop your ceiling to 10.75. 

Mr. DiSauie. As I told you in the beginning, tallow is a very volatile 
commodity, and it moves up and down a great deal as a result of specu- 
lation, and—— . 

Senator Carenart. Is not that all the more reason then why a ceil- 
ing price of 14.75, which you originally established, is possibly the 
proper one, because it is going to fluctuate? It cannot go above 14.75, 
and it may go at the moment from 7.75 to 14.75. 
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Mr. DtSarue. We would rather keep it from not going up over 
10.50, which is more closely representative of the 10-year average of 
tallow prices, and compares with 4.75 on June 24, 1950. 

Senator Capenart. Well, if tallow prices were in proportion to all 
other prices adjusted to a comparative level of all prices in America, 
the price today ought to be about 19.50. 

Mr. DiSatxe. It seems to me that we get most of our questioning 
when we reduce ceilings. 

Senator Caprnartr. Well, you did not reduce anything in this in- 
stance. The industry did it itself, and it went down—why did you 
put the price of 10.75 and not 7.75 on it ? 

Mr. DiSaue. 7.75% Because we did not feel that 7.75 was a repre- 
sentative price. 

Senator Carenarr. You let the cat out of the bag just now when 
you were trying to take credit here for something that the law of 
supply and demand accomplished, and industry itself accomplished. 

Mr. DiSauze. I do not remember trying to take credit any place 
for it. We called a meeting of the tallow advisory committee and 
cliscussed the possibility of establishing a ceiling price of 10.50 to 11. 

Senator Careuart. And they advised against it, and they resigned 
in protest. 

Mr. DiSatie. Which, I suppose, would be rather a natural thing to 
do whenever you talk about reducing prices. 

Senator Carrnarr. You were not reducing any prices. The price 
was 7.75. All you were doing was that you were saying in your judg- 
ment when you established 14.75 it was wrong, and now you are going 
to run it down to 10, and had the price at the moment remained at 
14.75 you, as you said a moment ago, would not have reduced the 
price. 

Mr. DiSauir. When the price of tallow came down with the possi- 
bility of reducing soap ceilings and maintaining a lower level of prices 
on soap for the future, I think the thing to do, most consistent with 
price controls and maintenance of a reasonable level of prices, 1s to 
try to capture that lower level of tallow prices and maintain a lower 
price for soaps. 

Senator Carenartr. Then you are adopting this philosophy and 
saying to the American businessman that all sellers if they do a good 
job through mass production and reduce their own prices below ceil- 
ings established by OPS under the law, you are going to penalize 
them by reducing the ceiling. Are you not thus going to discourage 
industry from trying to lower its own prices and trying to work under 
the law of supply and demand ¢ 

Mr. DirSauie. No. Under this new law there are certain minimums 
below which we cannot go, and those minimums have been established 
by Congress . 

‘Senator Carenartr. Would not all industry from this time on be 
afraid to lower their prices below your ceilings for fear that they will 
get penalized ¢ 

Mr. DiSauie. Well, evidently that has not happened. 

Senator Caremart. It has happened in the case of tallow. 

Mr. DiSauyie. Well, they did not reduce their prices voluntarily, I 
suppose if they could have gotten 20 they would have tried to get 20. 

Senator Carenarr. Of course, they did not. The law of supply and 
demand did it, that it what I am talking about. If the law of supply 
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and demand—big supplies automatically reduce these prices—my 
point is, are we adopting a philosophy and saying to industry and the 
sellers of America, “If you, through the law of supply and demand, 
through mass production or any other cause, reduce your prices and 
get them down, OPS then is going to follow right down and establish 
ceilings just above the price that you yourself have established or the 
price that has been established by virtue of the law of supply and 
demand ¢” 

Mr. DiSauur. As I understand the amendment, the so-called Cape- 
hart amendment, it provides that ceiling prices should be adjusted to 
reflect the highest price between January 1, and June 24, 1950, plus 
increases or decreases in all costs. I took for granted that is what 
you meant. 

Senator Carrnarr. We did. 

Mr. DiSatie. Now that we have taken advantage of those decreases, 
what is the complaint ¢ 

Senator CarrnArr. But you do not apply the Capehart amend- 
ment to the tallow industry at all. 

Mr. DiSauie. Well, it certainly is within the Capehart amendment. 

Senator Carenarr. Yes, but you do not apply it, and you never 
gave them a chance to come under it. 

Mr. DiSauce. If the Capehart amendment—— 

Senator Carenartr. The fact of the matter is that you sat around 
here for 4 months since we passed the law and did nothing about it. 
You have not done anything today about it. You are just now getting 
out the regulations, and in my opinion you have been defying the law 
since it was passed. 

Mr. DrSaute. I do not think we have been defying the law. 

Senator Carenmarr. All you do is shout to the high heavens that it 
is all wrong; and you sat here for 2 months after the law was passed, 
trying to propagandize the Congress into changing it, and failed. You 
made no effort to put it into effect. 

Mr. DiSauie. We certainly were working overtime on it, and I do 
not think, even going back to July 13, that 1t is too much to expect an 
agency to take that much time to write regulations implementing a 
law that took Congress practically that much time to write. 

Vice Chairman Brown. Senator, will you pardon me for a moment ! 

Senator Carrenarr. I am through. 

Vice Chairman Brown. I want to place in the record at this point a 
statement that out of the 24 basic agricultural commodities the farmer 
is receiving less than parity in all but 5. 

Mr. DirSaute. Well, that is correct. Of course, parity is at a higher 
level today than it was 6 months ago. 

The CuatrmMan, You take the case of the potatoes 

Vice Chairman Brown. Not very much. 

Mr. DiSarze. It isstill at a higher level. 

The Cuatrman. The price has been raised from $1.23 to $1.39, and 
apparently is still way below parity. 

Mr. DiSauze. Yes. 

The CHarrman. What caused that increase, in your judgment? Is 
there going to be a short crop? 

Mr. DrSatze. Well, evidently the word is out that there is a short 
crop of potatoes. 
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The Cuarrman. I frankly do not know; I just wondered. How 
about getting into the basic things that people Soul to eat—potatoes, 
for instance, and fresh fruits and vegiablan and meat—is it your 
judgment that they are going to have to be again increased / 

Mr. DiSa.ue. I think under present conditions we can hold meat 
prices pretty much as they are. 

The CHarrMan. You think you can hold beef prices. What about 
the other necessities of life, such as potatoes ¢ 

Mr. DiSauxe. Well, potatoes, as you point out, are way below parity. 
All indications are that potato prices will continue to rise, and we 
are powerless to do anything about it. 

The CHamman. How about bread / 

Mr. DiSaue. Bread? We do not anticipate a general increase in 
the level of bread prices. But grain prices have been inc reasing, and 
costs of distribution have been increasing, and there will be some 
scattered increases in bread prices. 

The CHarrMan. Just a scattered increase. What about dairy prod- 
ucts ¢ 

Mr. DiSauxe. Most dairy products are below parity. 

The Carman. Do you look for any material increase on dairy 
products ¢ 

Mr. DiSau.ie. The Department of Agriculture has issued some very 
optimistic statements about the crops and the volume of production in 
agricultural commodities, and we hope that that volume of production, 
even though these items may be below parity, may keep prices down. 

Vice Chairman Brown. We do not have support prices any more on 
potatoes or eggs. 

Mr. DiSauie. No, the removal of the support prices of potatoes has 
resulted in the short crop, and a consequent increase in the price of 
potatoes, 

Are there any other questions ? 

The Cuairrman. I have a memorandum here showing increases in 
prices. The substance is this: Is there any possibility that you could 
advise this committee why the price of food in Savannah, Ga., for 
instance, is 10 percent higher than in Boston, and why it is 5 percent 
higher in Chicago than in New York? I mean, have you made any 
studies of that ? 

Mr. DiSauie. I do not understand it. They are all Democratic 
cities. 

The CHatrman. I just wondered why there should be such a 
variation. 

Mr. DiSa.te. There must be some factors. I will be glad to make 
a study of it. 

The Caarrman. The BLS index, for instance, gives Boston, Mass., 
at 179; Savannah, Ga., at 198. 

I was curious to know whether it would be the impact of the war, 
or what. 

Mr. DrSauie. It could be. 

The CHarrman. Or freight rates. 

Mr. DiSatie. For example, i in San Diego, they were complaining 
quite bitterly about increased costs out there. There has been a very 
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high influx of defense population into that area. That could very 
easily cause an increase. I do not know about Savannah, Ga. 

The Carman. I just picked those out. 

Mr. DiSauxe. I will be glad to look into it. We will be glad to 
look into it. 

Milwaukee, I understand, is very high. 

The Cuatrman. That is the BLS index, and I was very curious 
to know why there should be such discrepancies. I wondered if you 
could throw some light on it. 

Mr. DiSauie. We will be glad to look into it and give you some 
information. 

The Cuarman. I wish you would, because those are the latest 
statistics and they vary very greatly. 

(The information referred to follows :) 


OFFICE OF PRICE STABILIZATION, 
OFFICE OF DIRECTOR, 
Washington, D. C., December 3, 1951 
To: Joint Committee on Defense Production. 
From: Michael V. DiSalle, Director, Office of Price Stabilization. 
Subject: Intercity differences in living costs. 

During the course of my testimony before your committee on November 26, 
1951, Senator Maybank asked for information to explain why the retail price 
of food in Savannah is 10 percent higher than in Boston, and why it is 5 percent 
higher in Chicago than in New York. 

The Constmers’ Price Index of the Bureau of Labor Statistics, which the 
Senator used for comparing differences in all food prices among cities, measures 
price changes over time but does not measure differences in price levels among 
cities at a given time. The facts that on October 15, 1951, the retail food price 
index for Savannah was 240.7 (1935-39=100) while the index for Boston was 
217.8 mean that since 1935-39 retail prices for all foods rose about 11 percent 
more in Savannah than in Boston. On the same date, the Consumers’ Price 
Index for Savannah was 198.8 and for Boston, 179.3, indicating that since 
1935-39 consumers’ prices for all items rose about 6 percent more in Savannah 
than in Boston. Similar indexes for Chicago and New York show that retail 
prices for foods rose about 5 percent more and those for all items rose 4 per 
cent more in Chicago than in New York. These price changes over time give 
no indication whether prices are higher in one city than in another city. 

Differences in price levels among cities can be measured accurately through 
indexes which yield place-to-place price comparisons at a given point in time 
The City Worker's Family Budget, prepared by the Bureau of Labor Statistics 
at infrequent intervals, presents indexes which compare levels of prices in dif 
ferent cities for a “modest but adequate” family budget. The most recent com 
putations show that in October 1949 the price of the food budget in Savannah 
was about the same as in Boston and that the price in New York was somewhat 
higher than in Chicago. 

Average retail prices for individual foods in the above cities on October 15 
may be compared in the attached tabulation. In Savannah, average prices for 
26 important foods were lower than in Boston: 24 were higher; and 2 were the 
same. In Chicago, average prices for 35 important foods were lower than in 
New York : 20 were higher : and one was the same. 

However, even these data do not accurately measure differences in the “cost 
of living” in various cities. The reason, of course, is that consumers in different 
parts of the country typically consume somewhat different assortments of goods 
and services. The BLS data, referred to, compare prices in different cities for 
an identical assortment of goods and services. There probably exists no com 
pletely satisfactory method for determining whether the cost of living is actually 
higher in one city or region than in another. 

I trust that the above information provides a satisfactory answer to Senator 
Maybank’s question. However, I suggest that, if the committee is interested 
in further information with respect to this matter, it direct its inquiries to the 
Bureau of Labor Statistics. 
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Average retail food prices in selected cities, October 15, 1951 


os , | 


] 
} 
| 


’ | Savannah | Boston 
Commodity and unit | (cents) (cents) 
Cereals and bakery products 
Cereals 
Flour, wheat, 5 pounds 53.7 51.2 
Corn flakes, 13 ounces be 22.5 216.1 
Corn meal, pound 6.8 11.0 
Rice, pound é (‘) 17.9 
Rolled oats, 20 ounces 17.8 17.7 
Bakery products 
Bread, white, pound 16.0 15.5 
Vanilla cookies, 7 ounces 24.6 227 
Layer cake, pound 40.4 50.7 
Meats 
Beef 
Round steak, pound 109. 0 118.9 
Rib roast, pound 88. 1 86. 7 
Chuck roast, pound 74.4 77.1 
Frankfurters, pound 57.4 68.5 
Hamburger, pound 65.7 69.3 
Veal 
Cutlets, pound 114.5 121.3 
Pork 
Chops, pound 75.0 87.9 
Bacon, sliced, pound “4.9 68. 6 
Ham, whole, pound 60.0 69.0 
Salt pork, pound 8.1 20.2 
Lamb 
Leg, pound (4) 84.6 
Poultry 
Fryers, New York dressed, pound (?) 47.3 
Fryers, dressed and drawn, pound 52.8 0’) 
Fish 
Salmon, pink, 16-ounce can. -. 57.7 58.0 
Dairy products 
Butter, pound 82.8 81.9 
Cheese, American process, pound 58. 5 54.9 
Milk, fresh (delivered), quart 27.0 25.5 
Milk, fresh (grocery), quart 27.6 23.6 
Milk, evaporated, 1444-ounce can 14.2 14.6 
lee cream, pint (*) | 33.7 
Eggs, fresh, dozen 80.0 86.5 
Fruits and vegetables | 
Frozen | 
Strawberries, 16 ounces 82.4 | 52.3 
Orange juice, concentrated, 6 ounces 24.2 21.4 
Peas, 12 ownces 21! 23.3 
Fresh | 
Apples, pound 12.4 8.5 
Bananas, pound 14.0 16. 4 
Oranges, dozen 46.2 53.8 
Beans, green, pound 17.9 21.2 
Cabbage, pound 6.5 5.4 | 
Carrots, bunch 5.0 | 15.0 | 
Lettuce, head | 13. 6 17.7 
Onions, pound 7.5 7.7 
Potatoes, 15 pounds 74.9 65. 0 
Sweetpotatoes, pound 12.4 | 9.4 
Tomatoes, pound 21.8 25.1 
Canned | 
Peaches, No. 24 can 33.4 3.8 
Pineapple, No. 24 can 42.0 | 38.5 
Corn, No. 308 can 20.2 | 17.4 
Tomatoes, No. 2 can 17.0 | 18. 1 
Peas, No. 303 can 25.8 | 22 2 
Baby foods, strained, 434 ounces 10.3 10.2 
Dried 
Prunes, pound ( 27.5 
Navy beans, pound 16.8 19.3 
Beverages 
Coffee, pound 5.9 87.3 
Cola drink, 6-bottle carton 25. 0 25. 0 
Fats and oils 
Lard, pound 25.0 25 
Shortening, hydrogenated, pound 37.9 35.9 
Salad dressing, pint 37.0 38.3 
Margarine, uncolored, pound 3 (3 
Margarine, colored, pound 31.6 31.5 
Sugar and sweets 
Sugar, 5 pounds ik. 8 50. 2 
Grape jelly, 12-ounce jar 25.8 24.7 
1 Insufficient number of quotations for computation of reliable average price. 


2 8-ounce package ’ Not priced in this vy 


Source: Bureau of Labor Statistics, U. S. Department of Labor, Washington 
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Senator Carenartr. May I ask one further question ? 

Are you going to roll the ceiling price on cottonseed oil and soybean 
oil back? I notice that cottonseed oil is selling at the moment at 13.5 
cents, whereas in 1947 and 1948 it was up to 27 cents. 

Mr. DrSauxe. I do not have any recommendation from our branch 
on that yet. 

Senator CareHartr. You said a moment ago that you were using 
the 10-year average on the tallow. Why a 10-year average? Are you 
going to establish, or is the Government going to establish wages on 
the basis of a 10-year average, or are they going to be on the basis 
of what they are actually today? 

Mr. DrSatxe. I do not think it is entirely relevant. 

Senator Capenarr. You said you arrived at the tallow price by 
that. 

Mr. DiSau.e. We did not use that to arrive at it. We just pointed 
out that that is the 10-year average for tallow. 

Senator Caprmarr. You mean the recent ceiling price you set? 

Mr. DrtSatxe. 10.4, the 10-year average, is below the proposed ceil- 
ing price. 

Senator Carenarr. I thought you said that 10.4 was the average 
price for the past 10 years. 

Mr, DiSatte. We do go into price histories of the various com- 
modities. And the price history of tallow indicated that the 10-year 
average was 10.4. 

Senator Carenartr. Then you have no intention at the moment of 
reducing the ceiling price on cottonseed oil ? 

Mr. DiSatxe. I did not say that. I said there had been no recom- 
mendation coming up to me from the branch. I do not know what 
is contemplated. 

Senator Carenarr. It is selling for 1314 cents, whereas the average 
in 1947 and 1948 was 27.1, and that is just one-half of what it was 
selling for in 1948. 

Vice Chairman Brown. You could not think about reducing the 
price of cottonseed oil. It is just one-half of what it was a year ago; 
is that not right ? 

The Cuarrman. There could be crop failures. 

Mr. DiSatie. There were many conditions in 1947 and 1948 that 
do not prevail today. In 1947 there was a world-wide shortage of fats 
and oils that drove up those prices. 

Senator Carenart. I weld not be too certain about that, Congress- 
man Brown, because tallow in 1947—that is, the average in 1947 and 
1948 was 17.6 and the ceiling price today is 7.75, and they reduced 
the ceiling from 14.75 to 10.50. 

Mr. DrSatze. Tallow also dropped to 4.75 in June of 1950. 

The CHatrman. 4.75? 

Mr. DrSauie. Yes. 

The Cuamman. Of course, in comparison with cottonseed oil and 
soybean oil it depends entirely upon the agricultural output of the 
crops. It has nothing to do with tallow. That is true with cottonseed 
oil and soybean oil, 

Go ahead. 

Mr. DiSaure. As I have said previously, as soon as the Capehart 
amendment was enacted into law, OPS proceeded to work out stand- 
ards and procedures to permit individual applications for adjustment. 
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Here is what OPS has done. 

In the manufacturing field it will be recalled that OPS on April 
25, 1951, issued a general manufacturers’ regulation, CPR 22, to be 
effective on May 28, 1951. This regulation covers many durables, 
such as furniture, household appliances, hardware and hand tools, 
many processed foods, cane rubber products, and many other 
manufactured goods. 

On May 4, 1951, OPS issued a machinery order, CPR 30, also with 
an effective date of May 28, 1951, governing ceiling prices on many 
automotive and truck parts, aircraft parts, machinery of all kinds, 
farm equipment, fabricated structural steel shapes and bars, and 
similar products. 

At the request of many manufacturers who indicated they needed 
more time to complete the calculations, the mandatory effective date 
of both these regulations was postponed until July 2, 1951. How- 
ever, manufacturers were permitted to price under these regulations 
at their own option prior to the compulsory effective date. 

Similar action was taken to defer the compulsory effective dates of 
CPR 37, cotton textiles; CPR 41, shoes; CPR 45, apparel; and CPR 
18—Revised, wool yarns and fabrics. 

On June 30, 1951, OPS issued GOR 13 providing that manufac- 
turers who had started to price under these regulations would continue 
to do so. However, those who had not at the time elected to price 
under them were required to remain under the general freeze order, 
GCPR. This step was taken in order to preserve the status quo, m 
accordance with Public Law 69, the 31-day extension of the Defense 
Production Act of 1950. 

On July 30, 1951, GOR 13 was revoked and August 13 was set as 
the new compulsory effective date for five of the manufacturing reg- 
ulations, and August 15 as the compulsory effective date for the ap- 
parel regulation, CPR 45. 

On August 9 the mandatory effective date of these regulations was 
postponed indefinitely. The purpose of this action was to preserve 
the status quo until OPS was able to issue adjustment regulations to 
carry out the Capehart amendment. Although OPS had originally 
expected to issue adjustment provisions to carry out the Capehart 
amendment prior to August 13, the problems encountered in trying 
to work out procedures under the amendment. made it impossible to 
meet that target date. This postponement avoided the difficulty of 
requiring manufacturers who had not started pricing under these 
regulations to roll back prices on August 13, although they were en- 
titled under the Capehart amendment to an adjustment reducing or 
eliminating the amount of the roll-back. 


PREPARATION OF ADJUSTMENT REGULATIONS 


I have discussed this background in some detail for the purpose of 
making clear what steps were taken by OPS preliminary to estab- 
lishing standards and procedures for individual applications under 
the Capehart amendment. In the 3-month period after the enact- 
ment of the amendment a task force was assigned the job of drafting 
appropriate regulations which it was believed would carry out the 
congressional intent underlying the passage of the amendment. 








DEFENSE PRODUCTION ACT 587 


The task force began work immediately. From the outset it worked 
closely with myself, my principal assistants, and various consultants. 
After some consideration, it was concluded that more than one regu- 
lation would be necessary to provide the adjustments required by the 
amendment. It would obviously have been unfair and unwise to 
discard the calculations already made under CPR 22 and 30. At 
the same time, it had always been recognized by OPS that the tech- 
niques for calculating changes in cost since Korea provided by CPR 
22 and CPR 30 were not suitable for all types of businesses. Conse- 
quently, some other method was needed for sellers for whom the CPR 
22 approach was not suitable. As soon as this decision was reached, 
the task force commenced drafting two basic regulations, one for 
sellers under CPR 22 and CPR 30, and one for all other sellers. A 
decision was also reached to prepare, as soon as practicable, special 
provisions for small businesses. 

On August 28, 1951, a special meeting was called of a representa- 
tive group of manufacturers to discuss the regulation prepared for 
sellers under CPR 22. At that time, it was our intention to issue an 
alternate regulation to CPR 22, a draft of which had been mailed 
to the group prior to the meeting. The meeting confirmed the neces- 
sity of permitting sellers under CPR 22 to preserve and build on the 
work they had already done in connection with that regulation. How- 
ever, instead of the proposed alternative regulation, many members 
of the group recommended that CPR 22 be amended. The meeting 
also emphasized the need of making some special provision for small 
business under CPR 22. 

After the Industry Advisory Committee meeting the idea of a sepa- 
rate independent regulation was discarded. A supplementary regula- 
tion to CPR 22 was drafted which accepted a number of the suggestions 
made at the meeting. A simpler version was prepared for small 
business. Work proceeded on the general regulations. 

Six drafts of regulations prepared by the task force were mimeo- 
graphed and circulated for consideration by key officials of OPS. 
After considering the numerous problems involved, we developed a 
series of regulations to implement the Capehart amendment. 


SUPPLEMENTARY REGULATIONS TO CPR 22 AND CPR 30 


On November 9, 1951, OPS issued the first of this series (SR 17 
to CPR 22 and SR 4 to CPR 30). These regulations allow manufac- 
turers covered by CPR 22 and CPR 30 to calculate adjustments for 
their ceiling prices under the Capehart amendment. Also, on No- 
vember 9, OPS issued orders requiring CPR 22 and CPR 30 to become 
mandatorily effective on December 19. 

Let me describe briefly the pertinent changes which the supplements 
make in these two manufacturing regulations. 

Under CPR 22 and CPR 30 as originally issued, manufacturers 
ralculated the increases in their labor and materials costs since the 
end of any of the four calendar quarters preceding Korea which 
they selected. Increases in materials costs were calculated up to 
December 31, 1950, with the exception of certain materials for which 
manufacturers were permitted to figure the changes in costs to March 
15, 1951, or to a current date. Increases in labor costs were calculated 
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up to March 15, 1951. Two different methods were provided by which 
the increases in labor costs could be calculated, and four different 
methods by which the increase in materials cost could be figured. The 
manufacturer increased his highest pre-Korea price during the calen- 
dar quarter he had selected as a base period by the amount of the 
increase in his labor and material costs to find his ceiling price. 

The supplementary regulations add adjustment provisions in accord- 
ance with the provisions of the Capehart amendment. Because of 
the particular provisions of the Capehart amendment, the formula of 
the supplementary regulations differs in various respects from the 
formula of the or iginal regulations. The base-period price is now de- 
termined from base period in the two calendar quarters immediately 
preceding Korea (January 1 to June 24, 1950). Manufacturers are 
‘reagan to calculate the changes in all costs from the end of their 
vase period, as CPR 22 and CPR 30 originally required, but may 
figure them from the specific date on which they received the highest 
price for the commodity which they are repricing. 

A key provision in the supplementary regulation provides for the 

calculation of increases in all costs which the ¢ ‘apehart amendment has 
directed be considered in the adjustment of a manufacturer’s pre- 
Korean price. 

Special provision has been made for any increases in the cost of labor 
due to increased overtime or shift premiums and for any higher cost 
due to increased subcontracting. 

A formula has been provided by which a manufacturer may cal- 
culate the changes in various costs such as selling, advertising, and 
office expense, not covered by CPR 22 and CPR 30 as originally 
issued. The formula is designed to be as consistent with the manu- 
facturer’s past accounting practices as feasible. It provides that the 
manufacturer, wherever possible, shall use his established methods of 
allocating overhead costs. 

Certain items are excluded from the calculations in conformance 
with generally accepted rules of sound accounting practice. These 
include, among others, any item which constitutes a distribution of 
profits, any illegal payment for labor or materials, interest, and any 
unreasonable or excessive casts. 

As soon as applications are received by OPS under the supplements, 
manufacturers may use the adjusted ceilings. However, OPS intends 
to review the applications as soon as possible, and, of course, retains 
authority to revise the ceiling prices at any time. 

One other fact is worthy of consideration. Manufacturers who are 
eligible for adjustment are not subject to time limits in applying for 
these increases in their ceiling prices. 

Manufacturers who elect to use the new supplements have the option 
of adjusting their GCPR prices instead of their base-period prices. 
This does not affect the general level of adjusted ceiling prices. By 
this method, multiproduct companies are provided an alternative under 
which they may adjust their ceiling prices by applying a uniform 
adjustment factor to their GCPR prices, rather than to pre-Korea 
base prices. This procedure in most cases helps to preserve existing 
price relationships between the different commodities sold by a multi- 
product company. This is permitted for CPR 30 by an amendment 
issued November 9 (SR 1, Revision 1), and for CPR 22 by an amend- 


ment issued November 21, 1951. 





DEFENSE PRODUCTION ACT 589 


SMALL BUSINESS SUPPLEMENTARY REGULATIONS 


Smaller manufacturers subject to CPR 22 whose net sales in the 
last fiscal year did not exceed $1,000,000 are being afforded an optional 
method for obtaining the benefits of the Capehart amendment. A 
regulation (SR 18 to CPR 22) is being issued today to provide such 
concerns a simpler pricing method under which they may adjust 
their ceiling prices in accordance with the amendment. The pricing 
method provided by SR 18 changes the cut-off dates on both labor and 
materials to July 26, 1951, and reduces the CPR 22 base period to 
the 6 months named in the Capehart amendment. A manufacturer 
using this method does not calculate any overhead adjustment. Within 
a few days a similar regulation will be issued for smaller manufac- 
turers of machinery and related products pricing under CPR 30. 


GEN ERAL OVERRIDING REGULATIONS 


OPS will shortly issue a General Overriding Regulation to allow all 
manufacturers and processors of commodities and sellers of industria] 
services not covered by CPR 22 or CPR 30 the benefits of the Cape- 
hart amendment. This General Overriding Regulation in effect cuts 
across all other pricing regulations, including the GCPR and all 
tailored regulations, applicable to such sellers. This regulation covers 
such a wide variety of commodities and services, and applies to such 
diversified sellers, that it has been impracticable at this time to pre- 
scribe any single formula pursuant to which sellers under the regula- 
tion may calculate their new ceiling prices. 

Subject to certain limitations and provisions, a seller will be per- 
mitted to make an application covering an appropriate group of 
products upon the basis of the cost increases shown by his records and 
accounting systems and to apply to OPS for orders prescribing the 
adiusted ceiling prices. 

The applicant is required to furnish with his application sufficient 
information to permit the OPS to review the prices he has calculated, 
his costs on the two significant dates, and the manner in which he has 
calculated the increases in his costs in detail. In view of the neces- 
sity of this review, these applications are not self-executing, and a 
letter-order establishing the applicant’s ceiling prices will have to be 
issued in each case. 

OPS reserves the right to modify the proposed ceiling prices and, in 
appropriate cases, to broaden the coverage of the adjustment. OPS 
will try to review the showing of costs and prices, to prevent undue 
loading of costs on certain commodities or categories, to avoid im- 
balance of price adjustments and relationships, and, in general, to 
‘arry out the Capehart amendment while retaining, so far as possible, 
the framework of its price-stabilization program. 


SMALL BUSINESS OVERRIDING REGULATION 


For small business a General Overriding Regulation is to be issued 
which will be available to all manufacturers and sellers of industrial 
services whose net sales during their last fiscal year were not more 
than $250,000. However, it will not be available to anyone 25 percent 
of whose business during either the first 6 months of 1950 or of 1951 
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consisted of sales of commodities bought and resold in substantially 
the same form. 

This regulation will provide a method by which any seller may, upon 
the basis of profit and loss statements for the first 6 months of 1950 
and of 1951, determine the adjustment to which he is entitled in his 
cme gee prices under the Capehart amendment. The method is 
mased upon a comparison of total operating costs during the first 6 
months of 1950, with total operating costs during the first 6 months of 
1951. Since the calculation is based upon the seller’s entire business, 
it must be applied to all commodities or services sold by him. In 
calculating his total operating costs, the applicant is directed to exclude 
the same items as are excluded under SR 17 to CPR 22. 

This regulation is an effort to provide a formula which approximates 
as far as possible the provisions of the Capehart amendment, yet can 
be applied by companies without the accounting records and personnel 
necessary to provide the showing of allocation of costs under the 
Capehart amendment. 

Applications under this regulation are to be filed in the district 
offices of OPS, and the seller may adjust his ceiling prices in accord- 
ance with his application 30 days after it has been filed with the 
district office, unless notified to the contrary by OPS. 

In addition, the OPS is developing other regulations in certain fields 
which are in a sense tailored regulations to implement the Capehart 
amendment. For example, a regulation for sellers under CPR 34 
(services) will simplify the instructions and calculations for sueh 
sellers. 

SECTION 402 (K) 

The Herlong amendment provides that after July 31, 1951, no 
action shall be taken to deny to wholesalers and retailers of materials 
their customary percentage margins over costs of the materials during 
the period May 24, 1950, to June 24, 1950, or in the nearest represent- 
ative period, 

Since the amendment was enacted into law, all pricing regulations of 
OPS governing the distributive trades have conformed to its require- 
ment. A number of regulations have expressly provided for preserva- 
tion of customary pre-Korea percentage margins. The following 
regulations are examples: 

CPR 67: Fixed ceiling prices for resellers of various machinery and 
related items, utilizing percentage margins in effect April 1 to June 
24, 1950. 

CPR 51, amendments 1 and 2: Fixed ceiling prices for retailers of 
beef and codfish in Puerto Rico, which give them their percentage 
margins customarily charged May 24 to June 24, 1950. 

CPR 74: Fixed ceiling prices for pork at wholesale, which on the 
basis of available data give resellers pre-Korea percentage margins. 

GCPR, SR 65: Fixed retail ceiling prices for pork, which-on basis 
of available data give retailers approximately their pre-Korea per- 
centage margins. 

CPR 25, revision 1: Fixed ceiling prices for retailers of beef on basis 
of percentage markups prevailing May 24 to June 24, 1950. 

CPR 83: Permitted dealers selling new passenger automobiles to 
obtain pre-Korea percentage markups on increases in manufacturers’ 


prices. 
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CPR 78, SR 2: Fixed ceilings for wholesalers and retailers of dis- 
tilled spirits and wine which reflected customary pre-Korea percentage 
mark-ups. 

CPR 92: Fixed ceiling prices for lamb at wholesale which on the 
basis of available data give resellers customary pre-Korea percentage 
margins. 

GCPR, SR 79: Permitted adjustment of retail ceilings for veal, lamb, 
and mutton, which on the basis of available data, preserve customary 
percentage margins. 

EXCISE TAX MARK-UPS 


The Herlong amendment required OPS to take a number of pricing 
actions in connection with the recent increases in manufacturers’ excise 
taxes. On October 31, 1951, OPS issued a series of amendments to 
existing regulations to carry out the requirement of the Herlong 
amendment. - 

The amendment to SR 29 to the GCPR is typical (amendment 5). 
That regulation originally was issued in late May to enable whole- 
salers and retailers to adjust their ceiling prices if manufacturers’ 
prices charged under CPR 22 and companion manufacturing regula- 
tions were changed. It did not, however, permit any recalculation 
for changes in excise taxes. An amendment to this regulation there- 
fore had to be issued to take into account increased excise taxes and 
new excise taxes. Specifically the amendments issued by OPS on 
October 31 provide that wholesalers and retailers who have cus- 
tomarily figured a percentage mark-up on acquisition costs, includ- 
ing the amount of manufacturers’ excise tax, may obtain such mark-up 
as applied to the increased excise taxes or new excise taxes. However, 
distributors were permitted to pass along only the dollars-and-cents 
amount of the increase in the excise tax on cigarettes and photographic 
equipment, since that was their general practice in these industries. 


SECTION 101 


The amendment to section 101 of the act, the Butler-Hope amend- 
ment, prohibits any quota restriction on the slaughter of livestock. On 


August 1, 1951, OPS issued amendment 7 to distribution regulation 
No. 1 canceling the livestock slaughter quota provisions. 


SECTION 402 (D) (3) 


An amendment to section 402 (d) (3) of the act, the Fugate amend- 
ment, prohibits any ceiling to be established or maintained for any 
agricultural commodity below .90 percent of the price received (by 
grade) by producers on May 19, 1951, as determined by the Secretary 
of Agriculture. In conformity with this requirement OPS canceled 
the scheduled roll-backs in beef prices (CPR 24, amendment 4). Sub- 
sequently, ceiling prices on utility grade beef were increased in line 
with the amendment (CPR 23, amendment 3; CPR 24, amendment 6). 
Lamb prices at wholesale and retail were recently fixed at levels which 
will permit slaughterers to pay prices for lambs which would not be 
below the minimum required by the Fugate amendment (CPR 92, 
wholesale; SR 74 to the GCPR, retail). 


79979—51—pt. 103 
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SECTION 402 (E) 


Section 402 (e) of the act was amended to exempt barber and beauty 
shops from price control. A regulation was amended to make this 
clear (GOR 14, amendment 2). 


SECTION 402 (J) 


Congress also added to the act a new section 402 (j), the Halleck 
amendment. This amendment provides that a seller may, in certain 
cases, collect in addition to his ceiling price an amount equal to the 
taxes which he must pay under State or local gross income or gross 
receipts taxes. The chief counsel of OPS has issued an interpretation 
to advise of the legal consequences of the amendment (general inter- 
pretation 4). This interpretation indicates that under regulations 
such as CPR 15 and 16 (grocery products), distributors subject to a 
tax such as the Indiana gross income tax may now add the amount of 
the tax to their ceiling prices as previously computed, but that where 
a ceiling price regulation already takes such taxes into account, no 
addition to ceiling price may be made. The interpretation further 
points out the me ‘thod of computing the tax for purpose of the amend- 
ment and advises how fractions of a cent are to be treated. 

(The following matter was submitted for the record :) 


APPENDIX 


1. Actions taken to implement Capehart amendment 


Regulation Subject matter 
CPR 22. amendment 21, dated Extended indefinitely mandatory effective 
Aug. 9, 1951. dates of various manufacturers’ regula- 


tions pending development of procedures 
to egectuate sec. 402 (d) (4). 
Also: 
CPR 22, SR 6, amendment 2, 
Aug. 9, 1951. 
CPR 22. SR 14, amendment 1, 
Aug. 9, 1951. 
CVPR 18, revision 1, amend- 
ment 3, Aug. 13, 1951. 
CPR 37, amendment 3, Aug. 
13, 1951. 
CPR 41, amendment 3, Aug. 


13, 1951. 
CPR 45, amendment 1, Aug. 
13, 1951 
CPR 30, amendment 7, Aug. 
9, 1951. 
CPR 45, revision 1, dated Sept. Extended mandatory effective date, pending 
11, 1951. issuance of procedures to effectuate sec. 


402 (d) (4). 
CPR 22, SR 12, amendment 2, Extended option not to price certain com- 
dated Sept. 28, 1951. modities under CPR 22. 

CPR 55, SR 4, dated Oct. 26, 1951. Provided adjustable pricing for certain 
canned tomato products, pending study to 
determine whether ceilings were contrary 
to sec. 402 (d) (4). 

CPR 22, SR 17, dated Nov. 9,1951. Provides methods whereby manufacturers 
under CPR 22 may obtain adjustments as 
required by sec. 402 (d) (4). 
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1. Actions taken to implement Capehart amendment—Continued 


Regulation Subject matter 
CVR 22, SR 18, dated Nov. 26, Provides simpler methods whereby certain 
1951. small manufacturers under CPR 22 may 


obtain adjustments as required by sec. 
402 (d) (4). 

CPR 22, SR 2, revision 1, dated Provides a method whereby manufacturers 

Nov. 21, 1951. seeking Capehart adjustments may adjust 

their GCPR prices instead of their 1950 
base-period prices. 

CPR 30, SR 4, dated Nov. 9, 1951__ Provides methods for adjustments for man- 
ufacturers under CPR 30 similar to those 
provided under SR 17, CPR 22. 

CPR 30, SR 1, revision 1, dated This permits Capehart adjustments under 

Noy. 9, 1951. SR 4 to be applied to GCPR prices. 

GOR—(not yet issued)_.__._._._._.._. Provides methods whereby manufacturers 
not covered by CPR 22 or CPR 30, may 
obtain adjustments as required by sec. 
402 (d) (4). 

GOR—(not yet issued)_._._._.___-_-_-_._ Provides simpler methods whereby smaller 
manufacturers not covered by CPR 22 or 
CPR 30 may obtain adjustments as re- 
quired by sec. 402 (d) (4). 

CPR 34, SR—(not yet issued)__.. Provides methods whereby sellers of services 
under CPR 34 may obtain adjustments as 
required by sec. 402 (d) (4). 


2. Actions taken to implement Herlong amendment 


CPR 67, dated Aug. 21, 1951___._.. Fixed ceiling prices for resellers of various 
machinery and related items, utilizing per- 
centage margins in effect Apr. 1 to June 24, 
1950. 

Also CPR 67, amendment 1, dated Added brass mill products on same basis. 

Sept. 5, 1951. 
CPR 51, amendments 1 and 2, Fixed ceiling prices for retailers of beef and 
dated Sept. 26, 1951. codfish in Puerto Rico, which give them 
their percentage margins customarily 
charged May 24 to June 24, 1950. 

CPR 74, dated Sept. 26, 1951_.__._.. Fixed ceiling prices for pork at wholesale 
which on basis of available data give re 
sellers pre-Korea percentage margins 

CPR 25, revision 1, dated Sept. 27, Fixed ceiling prices for retailers of beef on 


1951. basis of percentage mark-ups prevailing 
May 24 to June 24, 1950. 
CPR 83, dated Oct. 15, 1951__.-__-_ Permitted dealers selling new passenger 


automobiles to obtain pre-Korea percentage 
mark-ups on increases in manufacturers’ 
prices. 

CPR 78, SR 2, dated Oct. 31,1951... Fixed ceilings for wholesalers and retailers 
of distilled spirits and wine which reflected 
customary pre-Korea percentage mark-ups. 

GCPR, amendment 23, GCPR, SR Amendments to permit wholesalers and re- 


29, amendment 5, CPR 22, amend- tailers to recover customary percentage 
ment 32, CPR 30, amendment 19, margins on increased costs resulting from 
October 31, 1951. increases in excise taxes. 

CPR 92, dated Nov. 8, 1951___._._.__. Fixed ceiling prices for lamb at wholesale 


which on basis of available data give re- 
sellers customary pre-Korea percentage 
margins. 

GCPR, SR 79, dated Noy. 8, 1951._. Permitted adjustment of retail ceilings for 
veal, lamb, and mutton, which on basis of 
available data, preserve customary per- 
centage margins. 
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2. Actions taken to implement Herlong amendment—Continued 


Regulation Subject matter 
CPR 69, revision 1, dated Nov. 16, Permitted wholesalers of “island pork” in 
1951 Hawaii to realize average percentage mar- 


gins in effect May 24 to June 24, 1950. 
3. Actions taken to implement Butler-Hope amendment 


DR 1, amendment 7, dated Aug. 1, Canceled livestock slaughter quota provi- 


1951. sions of DR 1. 
CPR 23, amendment 2, dated Sept. Deleted quota adjustment clause (sec. 10) 
5, 1951. of CPR 23, relating to live cattle ceilings. 


Clause had been inoperative since amend- 
ment to DR 1. 


4. Actions taken to implement Fugate amendment 


CPR 24, amendment 4, dated Aug. Canceled Aug. 1 roll-backs of beef prices. 
1, 1951. 
CPR 23, amendment 3, dated Sept. Inter alia, increased ceilings on utility grade 


17, 1951. beef to conform to Fugate amendment. 
CPR 24, amendment 6, dated Sept. Do. 

17, 1951. 
CPR 92, dated Nov. 8, 1951.._____-_ Fixed ceiling prices for lamb at wholesale 


which will permit packers to pay prices for 
lambs not below minimum required by the 
Fugate amendment. 

GCPR, SR 79, dated Nov. 8, 1951... Fixed retail ceilings for lamb in line with 
requirements of Fugate amendment. 


5. Action taken to implement exemption for barber and beauty shops 
GOR 14, amendment 2, dated Sept. Exempted services and charges of barbers 
19, 1951. and beauticians, in recognition of provi- 
sions of sec. 402 (e). 
6. Action taken to implement Halleck amendment 
General interpretation 4, dated Stated the conditions under which sellers sub- 
Nov. 1, 1951. ject to the Indiana gross receipts tax would 
be permitted to collect additional amounts 
for such tax. 

The Cuamman. I understood you to say that you do not expect any 
material increases in meat prices, in beef prices ¢ 

Mr. DiSauxe. That is right. 

The Cuarmman. You think they have leveled off? 

Mr. DrSaute. Yes. 

The CHamman. I understood you to say that you believed there 
might be some scattered increases here and there because of some un- 
usual cost factor in the price of bread ? 

Mr. DrSauze. That will be true once we have absorbed the cost in- 
creases up to July 26 made necessary by the amendment. 

The Cnuamman. But you thought the beef was already satisfac- 
tory—that has nothing to do with this. 

Mr. DiSauue. Yes. 

The Cuamman. Most of the agricultural prices are selling below 
parity, as Congressman Brown said. 

Mr. DrSauie. That is right. 

The Cuarmman. Therefore, there should be no increase in food 
yrices, except in cases where it has cost more to process them, as you 
illustrated in the case of sardines. 

Mr. DrSatte. That is not exactly so. 
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The Cuarrman,. Let us get what it is then. 

Mr. DrSatie. If an agricultural commodity is below parity, we 
cannot establish a ceiling on it, 

The Cuamman. I know. 

Mr. DiSautie. That permits a movement upward. If that agricul- 
tural commodity moves upward, then it will be necessary to reflect that 
increase in the commodities Lacy essed from that agr ‘icultural com- 
modity. So that might cause an increase in pr ice. 

The Cuareman. I cited the case of potatoes because they are so far 
below parity. Do you think of any other necessary articles of food 
where you anticipate there might be a cost rise? 

Mr. DiSauze. Outside of increases in parity prices, increase in price 
of imported commodities, and increases recommended by ODM as 
being necessary for production reasons, you can rest assured that we 
will grant no price increases except those we are required to grant as 
the result of the law. 

The CHatrrman. I can understand that, but at the same time I was 
trying to get down to the fact as to whether or not you expected 
another so-called spiral of inflation. So far as I can find out, as you 
see the picture today, when these things are adjusted, things will 
remain on a level, providing nothing unusual happens. 

Mr. DrSauir. Yes. Also, there must be taken into consideration 
the effect on the parity index as the result of the movement of some 
of these ceiling prices that will have to be adjusted upward as a result 
of this amendment. 

The Cuarmman. The movement upward is only caused by the move- 
ment of wages and things that are directly responsible for parity 
prices, 

Mr. DiSatxe. For example, the purchase of farm equipment. 

The Cuarrman. Certainly. Wages go into the purchase price of 
farm equipment. 

Mr. DiSauie. Other prices may go up as a result of cost increases 
that will have to be allowed up to July 26 and that, in turn, will have its 
effect on parity. 

The Carman. What about small businesses in this country? 
Have you had very many complaints from them about the ceiling 
prices operating against them and interfering with them / 

Mr. DiSatie. Not too many. We have set up a division to handle 
this problem . 

The Cuamman. I knew you had. 

Mr. DiSatie. They will handle small-business complaints. We are 
in the process of issuing a small-business GOR, so that they can avail 
themselves of the provision of this amendment, and use a simpler 
adjustment method. 

The CHatrman. I wish you would file for the record what you 
have done for small business since Congress recessed. 

Mr. DiSatuie. We will be glad to do that. 

(The information referred to follows :) 


RéesuME or SMALL BUSINESS AFFAIRS, OFFICE OF PRICE STABILIZATION 
(Revised December 4, 1951) 
Mr. Michael V. DiSalle, the Director of Price Stabilization, early in the OPS 


prograt, designated an assistant to represent him at some 36 hearings scheduled 
in various sections of the country by the Select Committee on Small Business of 
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the House of Representatives and at the several clinics of the Select Committee 
on Small Business of the United States Senate held in representative cities 
throughout the country. 

Approximately 150 individual small-business cases and hundreds of telephone 
calls, letters, and inquiries were successfully handled by the agency during 
this period. Most of the problems presented at the hearings or clinics in- 
volved the obtaining of information or referral of particular problems to the 
OPS Commodity Divisions. Examples are: 

1. A number of small New England wool processors required immediate as- 
sistance in the form of issuance of an amendment to the wool regulation, due 
to a squeeze caused by the world price of wool. Information was obtained at 
the Providence, R. L, congressional Small Business Committee hearing, and 
was telephoned to the appropriate commodity branch in Washington immediately. 
The information was used in the preparation of a more workable amendment. 

2. At a meeting in Dallas, Tex., information useful in the amending of regu- 
lation 7 was obtained, whereby small retailers doing less than a certain volume 
were allowed to elect to price under regulation 7 or continue to remain under 
the General Ceiling Price Regulation. Election to price under GCPR dispensed 
with the necessity of making up pricing charts. 

3. A study at the local level was made during these hearings so as to de- 
termine the manner in which the Office of Price Stabilization program was af- 
fecting small business, and especially independent rural retailers. Appropriate 
reports and recommendations were made to the Director on the basis of findings. 

Assistance was also rendered the Small Business Committee of the House of 
Representatives in the matter of excessive costs to small manufacturers of 
scarce metals and chemicals. Through Office of Price Stabilization actions upon 
investigation and information, the steel market in certain larger areas was 
softened, and gray an@ black market prices declined, according to leading finan- 
cial journals. 

The steel resellers regulation, Ceiling Price Regulation 98, issued November 
29, 1951, was consistently followed by the Assistant to the Director for Small 
Business through each step of its preparation, because of the great need for it 
as an enforcement measure. 

Similar assistance was rendered to the Moody subcommittee of the Senate 
Small Business Committee by the Enforcement Division of OPS, in connection 
with the nickel market. 

The members of the House and Senate committees and their staffs were kept 
currently informed of OPS operations, and were furnished pertinent information 
as it became available. The committees have expressed satisfaction with OPS 
efforts to keep them informed. 

The Director was represented by his assistant for interagency affairs at 
the meetings of the Office of Defense Mobilization’s interagency Small Business 
Committee meetings held since the first of the year. 


STANDARDS AND GUIDES 


Standards were drawn by the Assistant to the Director for Small Business, 
assisted by a committee comprised of representatives of each of the major OPS 
operating divisions, were approved by the Director and circulated to all OPS 
offices. 

These standards, which were issued by the Director under date of August 1, 
1951, are as follows: 

1. Standards for utilization of Office of Price Operations, Office of Economic 
Policy, and Office of the Chief Counsel, in drafting price regulations : 

(a) Special problems of small business will continue to be reflected to the 
fullest possible extent in the basic pricing policies and techniques embodied 
in the regulations. 

(b) If smallness has traditionally justified higher prices, as in the case of 
retail food stores, this is to be recognized in price regulations. 

(c) Whenever practicable, simpler pricing methods will be devised for 
small business with limited clerical facilities. 

(d) Special concern for small business will be taken in the form of writing 
regulations in the simplest language so that the small-business man may 
understand and comply with them. 

(e) Appropriate care shall be taken in writing all regulations that insofar 
as possible reports required will be kept to a minimum, and records required 
shall not be more onerous than the records usually kept in an establishment 
the size and nature of the business affected. 
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(f) Insofar as is practicable selected geographical areas will be used for 
a nonpublicized pretest of proposed regulations which will particularly affect 
that area with particular concern for small-business operations. 


STAFF 
National office 

On August 29, 1951, the Director appointed an Assistant to the Director for 
Small Business to aid him with small-business problems in the Office of Price 
Stabilization. 

Field offices 

Small-business affairs representatives were appointed by the respective regional 
and district directors in each of the regional and district offices. 

The field staff now consists of 103 regional and district representatives ; under 
a policy enunciated by the Director, the function of representative is maintained 
by a senior official in each office. This staff has proven adequate and effective. 
No need has arisen for full-time employees. 

Small-business representatives in the field have made themselves available to 
their local chambers of commerce, trade associations, and all other groups inter- 
ested in the affairs of small business; numerous indications have marked the 
value of this endeavor. 

Attached is a complete list of all OPS small-business affairs representatives. 
(see attachment No. 1). This list has been furnished to all Members of the 
Senate and the House of Representatives. 


INFORM ATION—-GENERAL 


A plan for the issuance of instructions to small-business field representatives 
was adopted. 

A guide for small-business representatives, and a set of simplified instructions, 
were sent to all small-business field representatives. This guide contained the 
following information (see attachment No. 2): 

1. The names and addresses of all small-business representatives. 

2. A statement of OPS small-business policy. 

3. Instructions as to how to direct an inquiry, and how to obtain informa- 
tion normally required for adjustment procedures under the regulations. 

4. A statement of the responsibility of the small-business man in aiding 
in the fight against inflation. 

Every instruction on small business which has emanated from OPS has 
reiterated that OPS district oflices are the points of contact for small-business 
problems, and that only when these normal channels are exhausted may a case 
be referred to a small-business representative in the regional or national office. 

Small-business pamphlet-—A pamphlet for distribution to the general public 
and the small-business man has been prepared and is now being printed. This 
is a joint endeavor of the Assistant to the Director for Small Business and the 
Office of Information. 

News releases were issued announcing the appointment of each regional and 
district small-business man, and advising of the availability of the office and 
its functions. 

INTRA-AGENCY SMALL-BUSINESS COMMITTEE 


The Assistant to the Director for Small Business serves as chairman of an 
Intra-Agency Small Business Committee composed of senior representatives of 
each major operating division. This committee was created by the Director's 
memorandum dated August 1, 1951. Four meetings have been held to date, and 
regular monthly meetings are scheduled. 

High lights of the minutes of these meetings have been forwarded to the 
Director and to all field representatives. 

Recommendations have been made on various matters affecting small business, 
and action has ensued. Copies of minutes are attached (see attachment No. 3). 

This committee has been the focal point in OPS for discussion of problems 
affecting small business, and has provided effective liaison on small-business 
affairs between all operating divisions. 

All members are provided the weekly bulletin of the Small Business Com- 
mittees of the Senate and House of Representatives. 

Internal procedures have been set up for expeditious handling of small-business 
matters referred to the national office from the field. 
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It has been recommended that a complete review be made of the reporting 
and adjustment requirements in those regulations which affect small-business 
operations, to determine if some part of the reporting burden can be relieved 
and if we can simplify applications for adjustments by small-business men. A 
special committee has been appointed by the chairman to study these suggestions, 


SMALL-BUSINESS ACTIONS TAKEN BY THE OFFICE OF PRICE OPERATIONS 


A new regulation is under study, which may bring small rural general stores 
now subject to multiple regulations, under one simplified regulation, 

The Office of Price Operations Weekly Report makes special provision for a 
listing of small-business problems and suggestions from all Price Divisions. 


SMALL-BUSINESS EXEMPTIONS IN REGULATIONS 


Ceiling Price Regulation 7 allows a retailer with a volume of less than $60,000 
to elect to price under a_ specific regulation or the General Ceiling Price 
Regulation. 

Other small-business exemptions are those in CPR 22 and CPR 30 which allow 
the small manufacturer doing an annual business of less than $250,000 to price 
under CPR 22 and 30 or to stay under the simpler General Ceiling Price 
Regulation if they so elect. 

SR 18 to Ceiling Price Regulation 22, issued November 26, 1951, provides a 
simpler method for making adjustments under the so-called Capehart amendment 
for manufacturers with net annual sales of less than $1,000,000 who wish to use 
the CPR 22 formula, 

Another example is general overriding Regulation 20 which was issued on 
November 28, 1951, and allows small manufacturers, doing an annual business 
of less than $250,000, to take advantage of the Capehart amendment by means 
of a simple over-all method. 


ACTUAL CASES HANDLED IN THE NATIONAL OPS OFFICE RY THE ASSISTANT TO THE 
DIRECTOR FOR SMALL BUSINESS 


Since August 1, 1951, when the Small-Business Office began its operations, 295 
cases have been disposed of; 32 cases are still pending. In addition, hundreds 
of telephone calls and letters have been handled. These cases mainly flow 
from 

1. Patman committee—The Select Committee on Small Business of the 
House of Representatives ; 
2. Sparkman committee—The Select Committee on Small Business of the 
United States Senate: 

}. Field offices through the small-business representatives ; 

4. Direct contact; 

Db. Other agencies. 

REPORTS 


Quarterly reports from the regional and district small-business representa- 
tives have filed with the national office and are used 
1. As a guide to the commodity divisions of the national office; 
2. For a careful study by the committee and as a basis for recommenda- 
tions for action to the Director. 
A short monthly report, where a field office treats any unusual cases, is 


required. 


OFFICE oF Prick STABILIZATION, 
Washington, D. C., October 19, 1951. 
To: Members of Congress. 
From: Lambert S. O'Malley, Assistant to the Director. 
Subject: Current list of small-business representatives in OPS field offices. 

You will find attached to this memorandum a list of small-business representa- 
tives in our regional and district offices, together with the addresses of these 
officials, which we trust will prove useful to you upon your return home when 
the Congress recesses. 

Our field offices are geared to take care of price-stabilization matters at the 
local level and therefore constitute our best efforts to take care of small-business 
affairs. 
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Whether or not inquiries from your constituents are referred to our field 
offices or to the national office here in Washington, we shall continue to handle 
them in an expeditious manner. 


SMALL-BUSINESS REPRESENTATIVES 
NATIONAL OFFICE 
Leo McCormick, small-business affairs adviser 


REGION I-—-BOSTON 


Julian Yesley, regional small-business representative, Office of Price Stabiliza- 
tion, 18 Tremont Street, Boston, Mass. 

Albert J. Hoban, district small-business representative, Office of Price 
Stabilization, 49 Westminister Street, Providence, R. 1. 

James E. Kelley, district small-business representative, Office of Price Stabi- 
lization, 721 Main Street, Hartford, Conn, 

Edmund Muskie, district small-business representative, Office of Price Sta- 
bilization, 616 Congress Street, Portland, Maine. 

James Carney, district small-business representative, Office of Price Stabili- 
zation, 4 East State Street, Montpelier, Vt. 

James P. Quinn, district small-business representative, Office of Price Sta- 
bilization, 801 Elm Street, Manchester, N. H. 

Gilbert Hancock, district small-business representative, Office of Price 
Stabilization, 1597 Main Street, Springfield, Mass. 

William Little, district small-business representative, Office of Price Sta- 
bilization, 141 Milk Street, Boston, Mass. 


REGION I NEW YORK 


A. E. Farrenkopf, regional small-business representative, Office of Price Stabil- 
ization, 70 East 10th Street, New York, N. Y. 
N. C. Manzella, district small-business representative, Office of Price Sta- 
bilization, 740 Main Street, Buffalo, N. Y. 
W. J. Harvey, district small-business representative, Office of Price Stabil- 
ization, 360 East Avenne, Rochester, N. Y. 
Lewis Tyree, district small-business representative, Office of Price Stabil- 
ization, 185 Washington Street, Newark, N. J. 
H. C. Thompson, district small-business representative, Office of Price Sta- 
bilization, 200 East State Street, Trenton, N. J. 
E. R. Dawson, district small-business representative, Office of Price Stabil- 
ization, 456 South Salina Street, Svracuse, N. Y. 
J. A. Buff, district small-business representative, Office of Price Stabiliza- 
tion, 55 Columbia Street, Albany, N. Y. 
A. F. Loecher and A. Feigenbaum, district small-business representatives, 
Office of Price Stabilization, 401 Fifth Avenue, New York, N. Y. 


REGION If PHILADELPHIA 


James F. Bogardus, regional small-business representative, Office of Price Sta- 
bilization, Commercial Trust Building, Philadelphia, Pa. 

Thomas E. Murray, district small-business representative, Office of Price 
Stabilization, 643 Liberty Avenue, Pittsburgh, Pa. 

William B. Sechrest, district small-business representative, Office of Price 
Stabilization, 9 East Third Street, Wilmington, Del. 

Russell W. Green, district small-business representative, Office of Price 
Stabilization, 1005 State Street, Erie, Pa. 

Arthur D. Smith, district small-business representative, Office of Price 
Stabilization, Commercial Trust Puilding, Philadelphia, Pa. 

J. George Slotoreff, district small-business representative, Office of Price 
Stabilization, 538 Broadway, Camden, N. J. 


REGION LV-—RICH MOND 


Horace B. Gans, regional small-business representative, Office of Price Stabiliza- 
tion 900 North Lombardy Street, Richmond, Va. 
Edgar R. MeShane, district small-business representative, Office of Price 
Stabilization, 306 West Franklin Street, Baltimore, Md. 
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Frank F. Cook, district small-business representative, Office of Price Sta- 
bilization, 101 North Graham Street, Charlotte, N. C. 

J. Walter Smith, district small-business representative, Office of Price 
Stabilization, 310 Sixth Street, NW, Washington, D. C. 

Paul L. Phillips, district small-business representative, Office of Price Sta- 
bilization, 601 Virginia Street, East, Charleston, W. Va. 

Ben W. Haigh, district small-business representative, Office of Price Sta- 
bilization, 700 Tucker Street, Raleigh, N. C. 

David M. Barner, district small-business representative, Office of Price 
Stabilization, 747-49 Granby Street, Norfolk, Va. 

Orlando M. McCullough, district small-business representative, Office of 
Price Stabilization, 802 East Broad Street, Richmond, Va. 


REGION V-—-ATLANTA 


Charles B. Clement, regional small-business representative, Office of Price Stabili- 
zation, 147 Hunter Street, Atlanta, Ga. 

Claude C. Mason, Jr., district small-business representative, Office of Price 
Stabilization, 114 Marietta Street, NW., Atlanta, Ga. 

Felix J. Mitchell, district small-business representative, Office of Price 
Stabilization, 1706-1708 North Second Avenue, Birmingham, Ala. 

Thomas H. Ketchin, district small-business representative, Office of Price 
Stabilization, 1313 Main Street, Columbia, §. C. 

Wade Creekmore, district small-business representative, Office of Price 
Stabilization, 126 East Amite Street, Jackson, Miss. 

Stephen A. Freel, Sr., district small-business representative, Office of Price 
Stabilization, 610 Julia Street, Jacksonville, Fla. 

John B. Milnor, district small-business representative, Office of Price Sta- 
bilization, Marx & Bonsdorf Building, Memphis, Tenn. 

John E. Neel, district small-business representative, Office of Price Stabiliza- 
tion, Roper Building, Miami Fla. 

Addie Lee Farish, district small-business representative, Office of Price 
Stabilization, 14 Commerce Street, Montgomery, Ala. 

William C. Nolls, district small-business representative, Office of Price Sta- 
bilization, 814 Church Street, Nashville, Tenn. 

James A. Brown, district small-business representative, Office of Price 
Stabilization, Blumenthal Building, Savannah, Ga. 


REGION VI CLEVELAND 


E. B. Odenkirk, regional small-business representative, Office of Price Stabiliza- 
tion, 1101 Euclid Avenue, Cleveland, Ohio 

William T. Bryan, district small-business representative, Office of Price 
Stabilization, 37-41 West Seventh Street, Cincinnati, Ohio 

John H. Schorman, district small-business representative, Office of Price 
Stabilization, 1000 Book Building, Detroit, Mich. 

Homer C. Lewis, district small-business representative, Office of Price 
Stabilization, 307 South Fifth Street, Louisville, Ky. 

Lawrence Reed, district small-business representative, Office of Price Sta- 
bilization, Summit-Cherry Building, Toledo, Ohio 

William J. Trayte, district small-business representative, Office of Price 
Stabilization, 68 East Gay Street, Columbus, Ohio 

Raymond M. Clark, district small-business representative, Office of Price 
Stabilization, 148 Ransom Avenue NE., Grand Rapids, Mich. 

Fred L. Basserman, district small-business representative, Office of Price 
Stabilization, 1101 Euclid Avenue, Cleveland, Ohio 


REGION VII-—-CHICAGO 


Hyman Raskin, regional small-business representative, Office of Price Stabiliza- 
tion, 9 West Washington Street, Chicago, TI. 

Jack L. New, district small-business representative, Office of Price Stabiliza- 
tion, 730 East Washington Street, Indianapolis, Ind. 

Lawrence Teich, district small-business representative, Office of Price Sta- 
bilization, 161 West Wisconsin Avenue, Milwaukee, Wis. 

John Kerwin, district small-business representative, Office of Price Stabiliza- 
tion, Citizen’s Building, Peoria, Il. 
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George Stevens, district small-business representative, Office of Price Sta- 
bilization, 311 South Adams Street, Green Bay, Wis. 

Charles R. Gill, district small-business representative, Office of Price Sta- 
bilization, 628 East Adams Street, Springfield, Ill. 

B. Emmet Hartnett, district small-business representative, Office of Price 
Stabilization, 18S West Randolph Street, Chicago, Il. 


REGION VIII--MINNEAPOLIS 


Maurice L. Ryan, regional small-business representative, Office of Price Sta- 
bilization, 620 Marguette Avenue, Minneapolis, Minn. 

N. Milton Kramer, district small-business representative, Office of Price 
Stabilization, 114 Seuth Main Street, Sioux Falls, S. Dak. 

James P. Fleming, district small-business representative, Office of Price 
Stabilization, Power Block Building, Helena, Mont. 

Nicholas M. Krick, district small-business representative, Office of Price 
Stabilization, 617 Fourth Street, North Fargo, N. Dak. 

John A. Miller, district small-business representative, Office of Price Sta- 
bilization, First National Bank Annex, St. Paul, Minn. 

Curtiss T. Olson, district small-business representative, Office of Price Sta- 
bilization, 120 North Fourth Avenue, West Duluth, Minn. 


REGION IX-——-KANSAS CITY 


George M. Thompson, regional small business representative, Office of Price 
Stabilization, 112 West Ninth Street, Kansas City, Mo. 
Dorsey M. Osborne. district small business representative, Office of Price 
Stabilization, 408 South Eighteenth Street, Omaha, Nebr. 
Lawrence J. Wetzel, district small business representative, Office of Price 
Stabilization, 3234 East Douglas Street, Wichita, Kans. 
Vincent Browner, district small business representative, Office of Price 
Stabilization, 418 Seventh Street, Des Moines, Iowa. 
Edward L. Eyerman, district small business representative, Office of Price 
Stabilization, 314 North Broadway Street, St. Louis, Mo. 
Charles BE. Andrews, district small business representative, Office of Price 
Stabilization, 220 Admiral Boulevard, Kansas City, Mo 


REGION X-—DALLAS 


W. Victor Womack, regional small business representative, Office of Price 
Stabilization, 3306 Main Street, Dallas, Tex. 
Fred C. Hopkins, district small business representative, Office of Price 
Stabilization, 2309 Austin Street, Houston, Tex. 
Jules Paglin, district small business representative, Office of Price Stabili- 
zation, 1441 Canal Street, New Orleans, La. 
Morris Lyons, district small business representative, Office of Price Stabili 
zation, 114 North Broadway, Oklahoma City, Okla. 
Carl E. Harris, district small business representative, Office of Price Stabili- 
zation, 223 Main Street, Little Rock, Ark. 
Clifton George, Jr., district small business representative, Office of Price 
Stabilization, 128—130 South Flores Street, San Antonio, Tex. 
William C. Timmons, district small business representative, Office of Price 
Stabilization, 2000 West Lancaster Street, Fort Worth, Tex. 
Raymond Tate, district small business representative, Office of Price Stabili- 
zation, 1007-1009 Texas Avenue, Shreveport, La. 
W. D. Teubner, district small business representative, Office of Price Stabili- 
zation, 910 South Boston, Tulsa, Okla. 
C. J. Taylor, district small business representative, Office of Price Stabiliza- 
tion, 1202 Texas Avenue, Lubbock, Tex. 
W. EK. Stevenson, district small business representative, Office of Price 
Stabilization, 1200 Jackson Street, Dallas, Tex. 
REGION XI—DENVER 
Raymond C. Erb, regional small business representative, Office of Price Stabili- 
zation, New Custom Building, Denver, Colo. 


H. Ward McCarty, district small business representative, Office of Price 
Stabilization, 222 Southwest Temple Street, Salt Lake City, Utah. 
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Paul B. Culver, district small business representative, Office of Price Stabi- 
lization, 142 North Monroe Street, Albuquerque, N. Mex. 

Charles W. Skinner, district small business representative, Office of Stabili- 
zation, 1507 Bent Avenue, Cheyenne, Wya, 

Elmer C. Clark, district smal! business representative, Office of Price Stabi- 
lization, 288 New Custom House, Denver, Colo. 


REGION XII-—SAN FRANCISCO 


Ear] I. Cloud, regional small business representative, Office of Price Stabilization, 
S70 Market Street,.San Francisco, Calif. 
Albert J. Matthews, district small business representative, Office of Price 
Stabilization, 108 West Sixth Street, Los Angeles, Calif. 
Raby J. Newton, district small business representative, Office of Price Stabili- 
zation, 1475 Wells Avenue, Reno, Nev. 
William Moesser, district small business representative, Office of Price 
Stabilization, 1215 Seventh Avenue, San Diego, Calif. 
Thomas E. MeCauley, district small business representative, Office of Price 
Stabilization, 870 Market Street, San Francisco, Calif. 
Joseph McKenna, district smali business representative, Office of Price 
Stabilization, 1550 Van Ness Avenue, Fresno, Calif. 
Frank E. Judy, district small business representative, Office of Price Stabi- 
lization, 1330 J Street, Sacramento, Calif. 
Robert T. Jones, district small business representative, Office of Price Stabi- 
lization, 315 North Central Street, Phoenix, Ariz. 


REGION XIII--SEATTLE 


John L. Salter, regional small business representative, Office of Price Stabiliza- 
tion, 506 Second Avenue, Seattle, Wash. 

Dr. Paul A. Volpe, district small business representative, Office of Price 
Stabilization, Lincoln Building, Portland, Oreg. 

Jay J. Kalez, district small business representative, Office of Price Stabiliza- 
tion, 714 Welch Building, Spokane, Wash. 

Dr. Philip W. Cartwright, district small business representative, Office of 
Price Stabilization, 905 Second Avenue Building, Seattle, Wash. 

Harry L. Yost, district small business representative, Office of Price Stabili- 
zation, Seventh and Bannock Streets, Boise, Idaho 


REGION XIV WASHINGTON, D. C. (POSSESSIONS AND TERRITORIES) 


J. Charles Judge, regional small business representative, Office of Price Stabili- 
zation, 1405 G Street NW., Washington, D. C 
Fred G. Hanford, district small business representative, Office of Price 
Stabilization, Triangle Building, Juneau, Alaska 
Warren Johnson, district small business representative, Office of Price 
Stabilization, 1330 South Beretania Street, Box 3586, Honolulu, T. H. 
Felix Mejias, district small business representative, Office of Price Stabili- 
zation, Barrack C, PRRA Grounds, Puerta de Tierra, San Juan, P. R. 
Darwin Creque, district small business representative, Office of Price Stabili- 
zation, St. Thomas, V. I. 
Manuel Lujan, district small business representative, Office of Price Stabili- 
zation, Agana, Guam. 
OFFICE OF Price STABILIZATION, 
Washington, D. C., October 3, 1951. 


To: The Regional Director. 
From: Leo H. McCormick, Assistant to the Director for Small Business Affairs. 
Subject : Suggested activities of small business field representative. 


I, COMMUNICATIONS 


A. Normal channels of communication should be followed except in instances 
involving unusual or special small business problems. The latter should be 
forwarded to the Assistant for Small Business Affairs. 

B. In the event you consider it necessary to arrange a conference in the national 
office for a small-business man or his representative feel free to do so, through the 
above channels, but only to do so in the event the matter cannot be handled at the 
district or regional level through the regular divisions. 








DEFENSE PRODUCTION ACT 603 


II, REPORTS 


You have been requested by the Office of Field Operations under date of August 
10, 1951, to compile a first quarterly report on small business activities of your 
office. 

It will be appreciated if you will forward a supplemental report containing the 
following additional information briefly stated. 


A. Comments on regulations 

Please cite here any complaints which may have been received from small busi- 
ness to the effect that particular existing regulations require burdensome record 
keeping, a too complicated formula for pricing, unclear language, or like criticism. 
Naturally, offer your suggestion for a solution. 
B. Issuance of regulations 

Advise on the need of small business, if it is known to exist, for the issuance 
of a specific regulation or amendment that would relieve or simplify an existing 
situation. 
C. Adjustments 

Advise as to whether there has been established in your office a simple procedure 
whereby small-business men can clearly and easily obtain information concerning 
facts and figures necessary for submission to the regional or national office for an 
adjustment. 
D. Delegation of authority 

Advise under this heading what additional authority you deem necessary to 
be delegated to the field so as to better handle small business problems. Advance 
your reasons, 


BE. Enforcement 

Reflect your informal opinion as to how any given black or gray market in your 
particular area is affecting any particular segment of small business. Naturally, 
this would be done after conference with the local enforcement director. 


Itt. MEETINGS—PAMPHLETS 


A. Please include in report a brief digest of all meetings attended involving 
small business. 

B. Attach samples of any helpful pamphlets, etc., that you are using in this field. 
Also, forward any suggestions that you have. 


IV. SMALL BUSINESS DEFINITION 


The Intra-agency Committee adopted as of September 12, 1951, the following 
definition as a guide (you will find this in the records of the meeting when 
forwarded to you) to our work in the field: 

“* * * A small-business concern shall be deemed to be one which is inde- 
pendently owned and operated and which is not dominant in its field of operation. 
The Administration, in making a detailed definition, may use these criteria, among 
others: Independency of ownership and operation, number of employees, dollar 
volume of business, and nondominance in its field” (title VII, sec. 714, par. (a) 
(1), Defense Prodaction Act of 1950, as amended). 


V. ROUTINE ACTIVITIES SUGGESTED 
A. The assistance of your small-business representative should be offered to: 
1. All State-wide, Governor’s, county, and city committees where small 
business OPS representatives have been requested. 
2. All organizations who have a genuine interest in small business affairs. 
4. All divisions of your respective offices. 
4. All representatives of small business on all district or local OPS 
volunteer committees. 
B. See that all small-business literature is distributed by the appropriate 
division 
C. Accept all possible speaking engagements, radio and television dates, work- 
ing very closely with and through the Information Division. 
D. All activities will naturally be confined to OPS matters. Small-business 
representatives should maintain liaison with small-business representatives of 
other defense agencies. 


. 
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E. A short monthly record of significant small-business cases solved, what 
methods were used to solve them, along with any general suggestions or recom- 
mendations should be prepared and forwarded to this office. 

F. All normal small-business problems should be handled by the respective 
division of the regional or district office if at all possible before referral to the 
small-business representative or to the national office. 

G. It is suggested that you familiarize yourself with the provisions of title 
VII, section 701 (b) (iv) and section 714 of the Defense Production Act of 
1950, as amended. 


OFFICE OF PRICE STABILIZATION 
MINUTES OF MEETING OF INTRA-AGENCY COMMITTEE FOR SMALL BUSINESS 


Time of meeting: 2:40 p. m., October 1, 1951. 

Place of meeting: Room 7-301, Temporary Building F. 

Those present: Leo H. McCormick, Chairman, Office of the Director; Russell 
R. DeBow, special assistant, Office of the Director; Edward T. Crowder, Acting 
Director, Survey Review Division, Office of Economic Policy; Warren G. Harris, 
special assistant, Office of Chief Counsel; Daryl D. Johns, management analyst, 
Office of Management; Kenneth EB. Lawton, special assistant, Office of Price 
Operations; Earl BE. MeChesney, congressional liaison officer, Office of the 
Director; Carl Henry Monsees, director, Program Coordination Division, Office 
of Field Operations; Edison Montgomery, Office of Management: John Nord, 
Small Business Affairs, Office of the Director: J. M. O’Laughlin, labor consultant, 
Office of the Director: X. B. Tansill, Director, Fuel and Chemical Accounting 
Division, Office of Accounting; W. R. Thomas, Jr., business analyst, Office of 
Industry Advisory Committees. 

The chairman opened the meeting at 2: 40 p. m. 

The minutes of the previous meeting were discussed, corrected, and accepted 
as corrected on Mr. MeChesney’s motion. 

There was considerable discussion as to the duties of small-business repre- 
sentatives in the regional and district offices, as well as the need for such small 
business representatives. 

The chairman called the attention of the committee to the Director's staff 
bulletin of August 1. 

That portion of the staff bulletin having to do with field offices was read to 
the committee. Mr. McCormick pointed out that in his memorandum to the 
field, he suggested at which point the small-business representatives might come 
into the picture. 

Mr. McCormick further pointed out that the small-business representative was 
to represent OPS on various community committees having to do with small busi- 
ness as well as act as advisor to his director. 

In many cases, however, district directors have designated themselves as 
small-business representatives. 

Mr. Crowder said that he felt that one of our real problems in dealing with 
small business in writing regulations which small business can use and under- 
stand and from that point of view there is a job of analysis to be done. 

Mr. Lawton agreed to report at the next meeting as to the feasibility of exemp- 
ting from price control restaurants doing less than $25,000. 

Sometime ago, a small-business representative was appointed in the Consumer 
Soft Goods Division and the suggestion had been made that similar action be 
taken in the other divisions of the Office of Price Operations. Mr. Lawton has 
has agreed to provide Mr. MeCormick with a memorandum on this matter. 

Mr. Monsees suggested that in advance of future meetings an agenda be sub- 
mitted to committee members. 

Mr. McCormick indicated that this would be done. 

Mr. Monsees specifically requested that the next agenda contain: 

1. The subject of delegation of authority to the field on adjustment matters. 
2. The committee study the need for offices lower in our scheme of things 
than the district ‘office. 

The chairman read a letter from a staff member of the Senate Small.Business 
Committee. The staff member had reviewed regulation No. 73 and stated that 
he, as well as other staff members, were pleased at the improvement in the 
simplicity of the regulation, feeling that it was much more understandable than 
other regulations they had reviewed. 

The meeting adjourned at 4: 30 p. m. 
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OFFICE OF PRICE STABILIZATION 
MINUTES OF MEETING OF INTRA-AGENCY COMMITTEE FOR SMALL BUSINESS 


Time of. meeting: 2 p. m., September 12, 1951. 

Place of meeting : Room 7-301, Temporary E Building. 

Those present: Leo H. McCormick, Office of the Director, Chairman; John 
Nord, Office of the Director; J. M. O’Laughlin, Office of the Director, labor con- 
sultant ; Russell R. DeBow, Office of the Director, assistant ; Kdward T. Crowder, 
Acting Director, Survey Review Division, Office of Economic Policy; Earl E. 
McChesney, Office of Special Assistant; Sylvan M. Marshall, special assistant 
to the chief counsel, Office of the Chief Counsel; Carl Henry Monsees, Director, 
Program Coordination Division, Office of Field Operations; Patrick Murray, 
inspector, Office of Enforcement; X. B. Tansill, Director, Fuel and Chemical 
Accounting Division, Office of Accounting; W. R. Thomas, Jr., business analyst, 
Office of Industry Advisory Committees; John C. Weisert, special assistant, 
Office of Price Operations. 

The chairman opened the meeting and the first order of business was to set 
dates for future meetings. It was agreed to meet the first Monday of each 
month at 2:30 p. m. 

The fore part -of the meeting was spent in going over organizational mat- 
ters pertaining to the committee and its future activities including discussion 
of staff bulletin from Mr. DiSalle approved August 1, 1951, Statement of 
Policy and Standards for Small Business Operations Within the Office of Price 
Stabilization. 


Definitions 

The various definitions of “small business” as used by the several govern- 
mental agencies were thoroughly discussed. It was generally agreed that for 
the purpose of this Agency and this committee that a flexible definition for 
small business be adopted as follows: 

“A small business shall be deemed to be one which is independently owned 
and operated and which is not dominant in its field of operations”! and with- 
out formal representation. This is meant to include the average small busi- 
ness of local nature. 


Correspondence 

It was generally agreed that in addition to correspondence directed specifi- 
cally to the adviser for small business affairs, the division heads would trans- 
mit to Mr. MeCormick, for post review, those letters that they feel are truly 
representative of problems concerning small business in a particular field. 

The question of communications to and from the field, i. e., our OPS regional 
and district offices, was discussed in a general way. This matter will be brought 
before the Committee at its next meeting. 

It was recommended that the Office of Public Information draft a guide in 
pamphlet form to be distributed to small business. 

This guide is to tell them, among other things— 

1, The name and address of the OPS small business representative in their 
district. 

2. What is required by the agency in the way of technical information in 
adjustment matters. 

The matter of representation of the small business or industry advisory 
committee was discussed. 

it was brought out that most small-business people can neither afford the 
money nor the time to attend such meetings in Washington. This is particularly 
true of those from distant points. 

While it was agreed that it would be desirable that something be done about 
this matter no conclusion was reached. 

It was recommended that the Price Division add to their weekly narrative 
report any matters specifically concerning small business and that a copy of this 
report be furnished to the adviser for small-business affairs. 

It was brought out that the Consumer Soft Goods Division had appointed a 
small-business representative for that Division (Mr. Deland) and it was recom- 
mended that— 

1. The same pattern be adopted in other divisions. 


1 Defense Production Act, as amended, title VII, sec. 714, (a) (1). 
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2. That a representative of the adviser for small-business affairs be in- 

vited to attend any meetings held by such division small-business representatives. 

Mr. McCormick and Mr. Monsees urged that delegation of authority be given 
to the field on adjustment matters. 

Mr. Marshall doubted that this would be done in the immediate future. 

Mr. Joe O’Laughlin, labor consultant, Office of the Director, addressed the 
group and pointed out labor’s interest in small business. 

Mr. DeBow of the director's staff also addressed the group and among other 
things specifically pointed out that a series of clinics concerning the Negro small- 
business man would be conducted in different sections of the country in the very 
near future. Mr. DeBow recommended that one of our regional or district small- 
business representatives be in attendance at each of these clinics. 

There being no further business, the meeting was adjourned at 4: 10 p. m., 

Vice Chairman Brown. Parity cannot go up unless the things the 
farmer buys to produce his crop go up; is that not true? 

Mr. DiSaute. That is true. 

The Cuarrman. Or the wages. 

Vice Chairman Brown. I do not see why parity would go up any- 
more then. 

Mr. DiSauie. These cost increases up to July 26 will be reflected in 
the price ceiling and may force parity to go up above its present level. 

Senator Carenarr. Can we not say to the American people that 
after the cost increases up to July 26 have been absorbed no prices will 
be increased except as it may become necessary under the fair and 
equitable general clause of the 1950 act, plus the fact that there may 
be some increases as a result of agricultural products going up to 
parity ¢ 

Mr. DiSauie. And imported goods. 

Senator Carenarr. And imported goods, of course, which you have 
no control over—is that not about the picture ¢ 

Mr. DiSauue. | think so. 

Senator Carenarr. And is it too bad a picture, | mean, generally 
speaking, is not the law and the administration and the general over- 
all picture fairly successful ? 

Mr. DiSaxue. It is like saying that if a man has a bad arm and a 
bad leg that after you amputate the arm and the leg the rest of his 
condition would not be bad at all. 

Senator Carrenart. I do not think so. Can you not say, and can we 
not say, that under the law and under the administration of the law at 
the moment there will be no runaway inflation? You have sufficient 
tools at the moment under the law and under your rules and regula- 
tions to assure the American people there will be no runaway inflation / 

Mr. DiSauue. | think that that can be said; yes. 

Senator Carenarr. And that there may be some increases—there 
may be some decreases—that there may be some increases because we 
have the parity law on agricultural products—we cannot do anything 
with them until they get to parity—you have some cause that industry 
is entitled to use for an increase in prices over their pre-Korean price, 
but, generally speaking, I would think that we, certainly, could say 
to the American people there will be no runaway inflation in America 
under the law and under the administration of the law. I think we 
ought to say that. 

Mr. DiSatte. I think a 1.9 increase in the cost of living from Feb- 
ruary 15 until October 15 is not a bad record. I think it is pretty good. 

Senator Carenart. I find from my observation more sellers com 
plaining about the low prices that they are forced to take today for 
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that which they are selling. Most of them are selling under ceiling 
prices. 

Mr. DrSauie. You will find they are complaining about the low 
prices that they are selling at and it is low compared to the price that 
they were selling at in January, but still higher than the prices that 
they were getting prior to Korea. 

Senator Capenart. It is not lower than their prices, because they 
have not been changed since January. 

Mr. DiSaize. They are low because they are not as high as they 
were. 

Senator Carenarr. They are all under the ceilings that were estab- 
lished under your freeze order. 

Mr. DtSauie. We froze prices at a very high level in January. 

Senator CarreHarrt. I find a lot of people talking to me out in Indiana 
that they want some kind of a floor, rather than a ceiling. 

Mr. DiSauze. Incidentally, I have some people from Indiana talk- 
ingtome. I have had them talking to me lately. 

Senator Carenart. About a floor rather than a ceiling? 

Mr. DiSauie. No; about a tax matter. 

Senator Carenart. | will not make any comment. I cannot blame 
you for that one, Mr. DiSalle. 

Mr. DiSauie. Thank you, Senator. 

The CuamrMan. Let me ask you one more question. 

What about the meat situation, insofar as the slaughtering amend- 
ment is concerned! We were all very anxious at that time to have that 
passed. Is it entirely satisfactory now or are there more black markets, 
or what is the status ¢ 

Mr. DrSauie. We still feel that slaughter quotas would be bene- 
ficial. We have now gone into a system of priorities for the Army. 

The CHairman. I saw that. 

Mr. DrSatte. And we will know after December just how that 
works. It may be very helpful to us. We hope that it will be. It 
will be helpful in getting the Army its beef supply and, in stopping 
the pressure resulting from people bidding livestock prices up. 

The CHarrMan. What about the black markets / 

Mr. DiSatie. We have found no real evidence of black markets in 
the commonly accepted sense of the word... We have found a good 
many violations of the regulations by people who were legitimately in 
business. 

The CHarrMan. What sort of violations would they be? You men- 
tioned them to me at times when we have talked and [ would like it 
for the record. 

Mr. DrSatte. Some violations of short weight. 

The CHatrMAN. That is right. 

Mr. DiSauxie. And upgrading. I suppose there may be as many as 
100 to 150 types of violations that we have run into. 

The CHarrMan. But no real black market ¢ 

Mr. DrSaute. No real black market. 

We have found evidence of side payments, tie-in sales, things of 
that kind, but they are all between people who are legitimately in the 
business. 

Vice Chairman Brown. I understand that a slaughterer has to 
register ? 

79979—51—pt. 10 —4 
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Mr. DrSauze. That is right. 

Vice Chairman Brown. That helps as to the black market. 

Mr. DiSaute. That has helped immensely. 

Senator Carenart. Have you prosecuted anybody yet under the 
law, any meat dealer or wholesaler ¢ 

Mr. DrSaute. Yes. I think there are somewhere about 100 criminal 
cases that have been filed and some have been resolved. 

Senator Carenartr. You have actually prosecuted them success- 
fully ¢ 

Mr. DiSauie. Yes. 

Senator Carenart. You have about 100 cases? 

Mr. DiSauxe. I would not say that the 100 cases have been con- 
cluded. There have been over 100 cases filed. 

Senator Carpenart. And did you make a statement a moment ago 
that you find no evidence of a black market in the United States on 


meats ¢ 
Mr. DiSaute. I would say that as -_ as porere slaughtering who 
| 


were not legally entitled to slaughter or selling meat outside of the 
ordinary channels of meat diatetiestion, we have found very little of 
that. 


Senator Carenart. The established packers are still having trouble 
buying cattle, are they not? 

Mr. DiSaute. They have not been having trouble in the last 3 to 4 
weeks. 

The Cuarmman. It has let up, as I understand it. 

Mr. DrSaie. I have had no complaints for the last 3 or 4 weeks. 

Senator Capruartr. Have you relaxed some of the rules that made 
that possible ? 

Mr. DiSauie. We have not relaxed any of the regulations in any 
substantial manner. 

Senator Carprenart. You have had excellent cooperation from the 
packers in the last couple of months in the United States? 

Mr. DiSatie. The cooperation has picked up, very noticeably in 
the last 6 weeks. 

The Cuarmman. There are more cattle coming to the market now; 
is that the reason ? 

Mr. D1Sauze. Yes. There are more cattle coming to the market. 
In fact, the marketings in the last month exceeded the 1950 market- 
ings for the same period. 

The Crairman. I am glad to hear that. 

Mr. DtSauue. There is every reason to anticipate that will con- 
tinue for some time. 

The Cuamman. I am glad to hear that report on beef, because I 
have heard about these short weight instances. I have been impressed, 
as you say, that there has been no real black market such as we knew 
in 1944. I am glad to hear that. 

Mr. DiSatte. That is right. Of course, they had a lot different 
situation then. They had 10,000 or 11,000 new slaughterers coming 
into the business all of a sudden. We have not had that. 

_ Vice Chairman Brown. Is any of the meat selling below the ceil- 
ing price now? 

Mr. DiSatie. We get some complaints about that from some sellers, 
but we get no « -omplaints on that score from the consumers. 


we ta neehs > 
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The CHamman. I asked you earlier about the situation that exists 
today in ESA. I knew that Mr. Johnston was still there, but I under- 
stand that, when he leaves on the 30th, they will appoint an Acting 
Administrator if one has not been finally appointed. 

Mr. DiSauze. I would not know. 

The Cuarmman. I understood that. That is what I wastold. You 
believe that the situation as it is between your office and his office has 
been working satisfactorily so long as he has been there. I presume 
the same thing will work out with an Acting Administrator. 

Mr. DrSauze. That is right. The chain of command will not be 
altered. 

The Cuairman. That leads me up to this question. Do you think 
it is necessary to have ECA or could Mr. Wilson exercise direct control 
over the whole thing, or would you want to comment on that / 

Mr. DiSaute. I just do not know how it would work without having 
someone directly responsible for the whole economic stabilization 
picture. I have felt that possibly Mr. Wilson could operate the whole 
thing. 

The Cuamman. That occurred to me because of the limited appro- 
priations. ‘That is the reason why I asked you about the wisdom of, 
perhaps, removing ceilings from manufactured goods that were below 
the ceilings or agricultural products below parity. 

Mr. DrSaute. Once a substantial item is decontrolled it would be 
very, very difficult to attempt to recontrol it. Especially an item that 
is a volatile item. You have to have an industry advisory committee 
in, and by the time you get all of the things pulled together, your 
prices may have gone above your existing ceilings. Even a ceiling 
that may be loose at the present time is better than no ceiling at all. 

Vice Chairman Brown. Is not the inventory of manufactured goods 
very high now ¢ 

Mr. DirSauie. Well, the inventory on manufactured goods is high, 
but it is decreasing all the time. Most inventories are down compared 
to what they were 90 days ago. 

Vice Chairman Brown. That is recent, then ? 

Mr. DrSatie. That is right. 

Vice Chairman Brown. Sometime ago they complained they could 
not sell. 

Mr. DrSauxie. The chances are that after Christmas they will be 
down still more. 

The Cuamman. What is that? 

Mr. D1Saute. I suspect the inventories will be down considerably 
more after the Christmas season. 

The Cuarrman. What about the Herlong amendment ? 

Mr. DiSauxe. Our opinion has not changed on the Herlong amend- 
ment. 

The Cuarrman. Has it caused much increase in prices generally? 

Mr. DiSauzz. Well, it has already. For example, in the case of 
excise taxes, we have had to permit in some instances the customary 
percentage markups on the excise taxes. We just did not feel that 
that was a justifiable increase, speaking ethically or morally about 
it, but legally there was nothing else we could do. 

The CHarrman. What about the optometrists? The committee 
has had considerable complaints about that. 
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Mr. DiSatze. I spent a couple of days in Toledo and all I did was 
talk to optometrists. We are going to go into the matter a little more 
in detail and see if we can work out some sort of a formula whereby 
we can separate the price of the glasses from the services. ; 

The Cuatrman. I am glad to hear that. In other words, you in- 
tend to go further into some detail so far as the optometrists are 
concerned ¢ 

Mr. DiSauue. Yes. 

The Cuatrman. When would you expect to do this, probably next 
month ? 

Mr. DiSatie. We will go into it just as soon as possible. I have 
usked that they give us some recommendations as to how that might 
be done. 

The opticians who operate according to other people’s prescrip- 
tions are able to work under the ceilings and are operating under 
the ceilings and say that they can continue to work under the ceilings. 

The question with the optometrists is the dividing line between the 
actual price of the glasses and the price of their services. 

Vice Chairman Brown. I have had a lot of complaints from the 
smaller towns about that. 

Mr. DiSatue. Yes. We have had a few, too. 

Vice Chairman Brown. It is not a profession ¢ 

Mr. DrSatie. Optometry’ No, 1 would say that it was not a 
profession. 

Vice Chairman Brown. Under the law you would not have a right 
to put a ceiling on it. 

Mr. DiSautie. Well, not on services which are professional. 

Vice Chairman Brown. How is that ? 

Mr. DiSatie. Not on professional services. 

The Cuarrman. I sent you a statement insofar as the State that 
I represent is concerned. The proposal that you made would compli- 
cate the records of optometrists in South Carolina. Under a recently 
issued regulation of the South Carolina Tax Commission optometrists 
are not required to collect the State sales tax on ophthalmic materials 
furnished to patients in connection with services. I ask unanimous 
consent to insert in the record here the regulation : 

(The regulation referred to follows: ) 


Sourn CAROLINA State TAx ComM™MISSION, REGULATION No. 30 (AMENDED 
Ocroper 4, 1951) 


OPHTHALMOLOGISTS, OPTOMETRISTS, OCULISTS, AND OPTICIANS 


Ophthalmologists, oculists, and optometrists are engaged primarily in render- 
ing professional services and when they furnish, replace, or repair eyeglasses, 
lenses, or other such ophthalmic materials for their patients in connection with 
their services the gross receipts for such services are not taxable, but they 
must pay the tax as consumers to their suppliers on all materials purchased by 
them for use in the performance of such service. 

The optician is the maker and seller, of eyeglasses. He does not examine 
eyes, but merely fills prescriptions supplied by the ophthalmologist, oculist, or 
optometrist and must charge the tax on all sales by him to users or consumers. 
The optician is required to obtain a retail license and collect and remit the 
tax on the gross proceeds of such sales, 

All persons or companies, whether opticians, optometrists or otherwise, making 
sales of such property as sun glasses, barometers, telescopes, binoculars, opera 
glasses, etc., are required to have a retail license and collect the sales tax uponm 
the sale of such items of merchandise to the consumer or user thereof. 
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The provisions of this regulation, as amended, shall be effective retroactive to 
October 1, 1951. 


The Crarmman. You are going further into the question of the 
optometrists shortly ? 

Mr. DiSauue. Yes. 

Senator Carenarr. I would like to ask unanimous consent to have 
placed in the record at this point a letter from the president of 
the American Farm Bureau, Mr. Kline, who wrote to Mr. DiSalle 
under date of November 2, 1951. 

The CHarmman. Without objection, it will be placed in the record. 

(The letter referred to follows :) 

AMERICAN FARM BUREAU FEDERATION, 
November 2, 1951. 
Hon. MicHAEL DISALLe, 
Director, Office of Price Stabilization, 
Washington, D. C. 

Dear Mr. DiSAtte: The American Farm Bureau Federation brings to your 
attention the evidence that the ceiling-price regulations for pork now being main- 
tained by the Office of Price Stabilization violate price-control provisions of the 
Defense Production Act of 1950, as amended. 

As you know, the American Farm Bureau Federation is a general farm or- 
ganization representing farmers and ranchers in 46 States and Puerto Rico. 
Ours is a family membership, and at the end of our last fiscal year (November 
30, 1950), paid-in memberships totaled 1,449,715. A large proportion of this 
membership is engaged in the production of hogs and is thus directly affected 
by the OPS ceilings on pork prices to the extent that such ceilings reduce hog 
prices and production. As a representative of these interested producers who 
have voluntarily joined local farm bureaus to obtain representation on na- 
tional matters, we wish to challenge the legality of, and your justification for, 
the maintenance of ceilings on the price of pork taking into account the legal 
authority Congress has provided for the establishment of ceiling prices and the 
existing supply and demand situation for hogs and pork. 

The price ceilings being maintained on pork at the wholesale and retail levels 
indirectly place a ceiling on the price packers can afford to pay for live hogs. 
This violates the intent of Congress as expressed in section 402 (b) (2) of the 
Defense Production Act of 1950 which provides that : 

“A ceiling may be established with respect to an individual! material or service 
only when the President finds that (i) the price of the material or service has 
risen or threatens to rise unreasonably above the price prevailing during the 
period from May 24, 1950, to June 24, 1950 * * *." 

There is no scarcity of hogs. The estimated 1951 pig crop of 105.8 million head 
is 5.3 percent greater than the 1950 crop, and the second largest on record. 

The price of hogs has hot risen “unreasonably above the price prevailing during 
the period from May 24, 1950, to June 24, 1950,” and does not threaten to do so 
because of the substantial increase in hog production referred to above. On a 
seasonally adjusted basis, the farm price of hogs is actually lower now than it 
was in the period from May 24, 1950, to June 24, 1950. The Secretary of Agri- 
culture has determined that on a seasonally adjusted basis, the highest price 
received by farmers for hogs in the May 24, 1950—June 24, 1950, period was $19.70 
per hundredweight. The average price received by farmers for hogs on October 
15, 1951, was $20.30 per hundredweight ; however, hog prices normally are higher 
in October than in May and June. On a seasonally adjusted basis, an October 
price of $21.40 per hundredweight is comparable with a May-June price of $19.70 
per hundredweight. The average price of $20.30 actually received in October 
is comparable with a May-June price of only $18.70 per hundredweight. 

Parenthetically it should be noted that, in view of the increase in farm pro- 
duction costs which has occurred since the May-June 1950 period, a substantial 
increase in hog prices would not be unreasonable. The index of prices paid by 
farmers, interest, taxes, and wage rates rose 11 percent from 254 in June 1950 to 
283 in October 1851. The hog-corn ratio in the North Central States (number 
of bushels of corn that can be purchased with the price received for 100 pounds 
of hogs) stood at 14.2 in October 1950, but was down to 12.4 in October 1951. 
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Historically, hog production has tended to decline when the hog-corn ratio 
dropped a slow as current levels. It is unlikely that farmers will be able to 
maintain a satisfactory level of hog production unless there is some improve- 
ment in the relationship of hog prices to production costs. 

There currently is no valid reason for establishing or maintaining ceilings on 
pork. OPS has recognized that hog prices are not threatening to rise unreasen- 
ably above the base period price referred to above. In this connection we invite 
your attention to the statement of considerations incorporated in Ceiling Price 
Regulation 74, Ceiling Prices for Pork Sold at Wholesale, which reads in part as 
follows: 

“It is anticipated, in view of the large size of the present hog population, that in 
future months hog prices will decline substantially below current price levels.” 

Hog prices are below parity, and have been during most of the current year. 
Under the law there is no justification for price ceilings on either hogs or pork as 
long as the average farm price is below the seasonally adjusted parity price. 

Section 402 (d) (3) of the Defense Production Act of 1950, as amended, 
provides that— 

“No ceilings shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) the parity price for such 
commodity, as determined by the Secretary of Agriculture in accordance with the 
Agricultural Adjustment Act of 1938, as amended, and adjusted by the Secretary 
of Agriculture for grade, location, and seasonal differentials, or (ii) the highest 
price received by producers during the period from May 24, 1950, to June 24, 1950, 
inclusive, as determined by the Secretary of Agriculture and adjusted by the 
Secretary of Agriculture for grade, location, and seasonal differentials, or 
* * * 90 percent of the price received (by grade) by producers in May 1951 
as determined by the Secretary of Agriculture.” 

And that— 

“No ceiling shall be established or maintained hereunder for any commodity 
processed or manufactured in whole or substantial part from any agricultural 
commodity below a price which will reflect to producers of such agricultural 
commodity a price for such agricultural commodity equal to the highest price 
therefor specified in this subsection.” 

In the case of hogs, the Secretary of Agriculture has determined that the 
highest of the above standards for the establishment of minimum ceiling prices 
is the parity price which was $21.40 per hundredweight on October 15, 1951. 

The Secretary of Agriculture has determined that seasonal! adjustments should 
be applied to the parity price for hogs as follows: 
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The seasonally adjusted parity price for hogs for any month is determined by 
multiplying the effective parity price by the seasonal! factor for that month and 
pointing off two additional decimal places, since the seasonal factors are based 
on 100. Thus the seasonally adjusted parity price for October 15, 1951, was 
$22.50 per hundredweight, while the average farm price was only $20.30. 

Although the law requires that parity prices for agricultural commodities 
shall be subject to adjustments for seasonal differences, as determined by the 
Secretary of Agriculture, where parity is the standard for a minimum legal 
ceiling, and the Secretary of Agriculture has furnished OPS with seasonal adjust- 
ment factors for parity prices on hogs, the ceiling price regulations which have 
been established on pork make no provision for seasonal differences. 

Table I (attached hereto) shows the 1951 monthly average prices received by 
farmers for hogs in comparison with parity prices and seasonally adjusted parity 
prices. It will be noted that the price of hogs has been below seasonally adjusted 
parity prices for the last 4 months, and that the September and October prices 
received by farmers were below the unadjusted parity price. 

The impact of the pork ceiling program has varied with the different cuts. 
Many pork cuts have been selling below their respective ceilings, while a few 
cuts generally have been bringing ceiling prices. To the extent that they have 
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had any effect at all in the past 4 months, ceiling prices on pork have tended to 
hold the price of an agricultural commodity, hogs, “below a price which will 
reflect to producers of such agricultural commodity a price for such agricultural 
commodity equal to the highest price therefor specified in this subsection” (402 
(d) (3) of the Defense Production Act of 1950, as amended). 

In the statement of considerations accompanying CPR 74 it is said that the 
ceiling prices being established ‘‘will permit packers to pay parity prices for hogs 
and still receive fair and equitable margins by selling at ceiling prices.” 

Under present circumstances it is not necessary to consider whether packers 
could pay parity prices if they were able to sell all pork products at ceiling prices. 
With many cuts selling below the ceilings, current pork prices definitely will not 
permit packers to pay parity prices for hogs. Consequently, any effective re- 
striction on the price of any cut tends to hold hog prices further below parity than 
otherwise would be the case. 

It also said in the statement of considerations that: “Consideration will be 
given to the question of whether to issue revised wholesale pork ceiling prices 
more accurately reflecting the conditions in the live hog market if the anticipated 
decline in live hog prices occurs. These revised prices would, of course, be 
subject to automatic adjustment upward to the parity level to permit packers to 
pay parity prices when the market price of live hogs starts to climb.” 

If carried into effect this proposal to follow the expected downward trend in hog 
prices would further violate the provisions of law which prohibit the establish- 
ment of ceilings on products processed from agricultural commodities below the 
level which will reflect parity prices to producers. 

Obviously, under this proposal pork prices could rise only after the trade began 
to lose money distributing pork. 

Hog prices would be frozen at the unsatisfactory level of the seasonal low point. 
One of the first effects of this would be to further discourage the production of the 
pork consumers need. Adequate supplies are the consumers’ best assurance of 
reasonable prices. 

Since the price of hogs has not become subject to the establishment of a ceiling 
under section 402 (b) (2) of the Defense Production Act of 1950, as amended, 
by rising or threatening to rise “unreasonably above the price prevailing during 
the period from May 24, 1950, to June 24, 1950,” and since ceilings on pork in- 
directly place a ceiling on hog prices and are tending to hol hog prices below 
the seasonally adjusted parity price (which is the minimum legal standard for 
price ceilings on hogs and the products thereof under sec. 402 (d) (3)). 
existing pork ceilings clearly violate the Defense Production Act of 1950, as 
amended, and should be discontinued at once. 

In conclusion, we wish to make it clear that the purpose of this letter is to 
bring the facts to your attention and that it does not constitute a formal protest 
in the legal sense. 

Respectfully yours, 
ALLAN B. Kiting, President. 


TaBie 1.—Average price received by farmers for hogs, effective parity price and 
parity price seasonally adjusted, United States, by months, 1951 


| 


Average price 


Average price! Effective A verage price Seasonally as a percent- 
. - - : as a percent- adjusted age of 
received by parity age of parity parity seasonally 
farmers price : ; ee :- “ 
| price | price adjusted 
parity price 
Jan. 15 ; : ‘ $20. 00 $20. 60 Q7 | $19. 80 101 
*} a ‘ tied 22. 00 %). 90 105 20. 50 107 
Mar. 15 : 21. 20 21. 20 100 21. 40 99 
Apr. 15 20 60 21. 40 6 20. 80 99 
May 15 20. 40 21. 40 5 20. 50 100 
June 15 21. 10 21. 30 99 20. 70 102 
July 15 v 20. 80 21. 30 QR 22. 20 4 
Aug. 15 21. 20 21. 30 100 23. 00 92 


Sept. 15... 19. 70 21. 30 92 23. 90 82 
Oct. 15... 20. 30 21. 40 95 22. 50 90 
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Facts Anout THE LIVESTOCK AND MEAT SITWATION AS OF NoveMBeER 23, 1951 


As a result of substantial seasonal increases in market supplies, livestock and 
meat prices, particularly hogs and pork, have shown rather substantial declines 
during recent weeks. Prices of most animal byproducts also have declined sub- 
stantially during this period. 

1. Hog slaughter in the first half of November was at a rate of 67 percent 
larger than during August and 11 percent larger than at this time last year. Hog 
prices now are about $4.50 per hundredweight (20 percent) under the summer 
high point of last August, but they are around 50 cents per hundredweight (3 
percent) above a year ago. (See chart L.) 

2. Wholesale pork prices now are mostly 15 to 25 percent under @PS ceiling 
prices, and some are around 15 percent below a year ago; although a few items 
are still above last year’s levels. (See table I.) 

3. Cattle slaughter in early November also was substantially larger than the 
abnormally small slaughter of last summer, and 6 percent larger than a year ago. 

Cattle prices have weakened somewhat in recent weeks. The top grades, for 
which there is a very strong demand for the limited supply available, still are a 
little above OPS compliance levels, but prices of the lower grades are below 
these OPS ceilings. (See table L.) 

4. Wholesale beef prices for several grades have declined somewhat in recent 
weeks because of large market supply available 

5. Prices of animal byproducts, including lard, tallow, grease, hides, calfskins, 
and wool now are considerably below OPS ceilings, and in most cases below 
prices of a year ago. (See table L.) 


Here ARE THE FACTS SUBSTANTIATING THE FOREGOING STATEMENTS ABOUT THE 
LIVESTOCK AND MEAT SITUATION IN NOVEMBER 1951 


1. The meat situation has changed quite a bit in recent weeks, primarily as 
a result of substantial seasonal increases in the number of livestock being 
marketed, which has added considerably to the meat supply currently avail- 
able. As a result, some substantial price declines have occurred in the case of 
many products, especially pork products and some of the lower grades of beef, 
and numerous byproducts, such as lard, tallow, grease, hides, skins, and wool. 

2. Hog slaughter under Federal inspection in the first half of November was 
67 percent larger than the average weekly slaughter last August and 11 percent 
larger than in the corresponding period a year earlier. Hog marketings have 
shown seasonal increases since last August. The seasonal peak normally is 
reached in December or January. Some of the predictions are that the peak 
this year will be in December, during which time a peacetime record supply of 
pork will be available to the consuming public. (See chart I.) 

In view of this large seasonal supply of pork, prices of practically all pork 
products have declined, and currently are substantially below OPS ceiling prices 
and in some cases much lower than prices prevailing a year ago. (See table 1.) 

As will be noted from a comparison of these trends with those shown in chart 
II (attached), these supply and price developments of the past several months 
parallel closely the normal seasonal patterns for hogs and pork. The close 
(but inverse) relationship between pork supplies and prices is readily apparent 
from this chart 

3. The cattle supply situation also has changed somewhat in recent weeks 
as a result of the larger supply of cattle, especially the lower grades, being mar- 
keted. For example, cattle slaughter under Federal inspection in the first half 
of November was 60 percent larger than the average weekly slaughter for last 
June, 36 percent larger than that for last July, 25 percent larger than that for 
August, and even 6 percent larger than that for the corresponding period a year 
ago. This was the first time in many months that slaughter in the current year 
has exceeded that of a year ago. 
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It will be recalled that the market supply of cattle was affected greatly during 
past spring and summer when the OPS anounced substantial roll-backs on beef 
prices were to be imposed on August 1 and October 1, 1951. As a result, many 
cattle feeders at that time curtailed sharply their cattle feeding operations, 
which, of course, was reflected in the volume of the better grades of cattle avail- 
able for slaughter in the summer and fall of 1951. 

After Congress refused to authorize the beef price roll-backs, which eliminated 
some of the uncertainty with respect to the future, cattle feeders began to re- 
sume their norma! feeding operations. As a result, there are increased numbers 
of cattle now on feed, some of which now are coming to market and will continue 
to be marketed in normal or better volume during the next few months. For 
example, the number of cattle on feed on July 1, 1951, according to the United 
States Department of Agriculture, was 9 percent fewer than on July 1 a year 
earlier, but by October 1, 1951, there were 2 percent more cattle on feed than 
on that date last year. 

4. The animal byproducts situation also has changed considerably during 
recent months. For example, market prices of the principal animal byproducts, 
such as lard, tallow, grease, hides, calfskins, and wool, currently are sub- 
stantially below OPS ceilings. ‘lhe extent of these recent declines ure shown in 
table I. The principal reasons for these price declines are similar to those 
already mentioned: the law of supply and demand have been permitted to work. 

5. Price relationships between various products—even from the same animal— 
fluctuate from time to time. They are never fixed. This changing relationship 
may be observed very strikingly in table I, which shows, for example, that some 
pork products not only are substantially below ceilings, but also are below 
prices prevailing a year ago, whereas other pork products are above a year 
ago. This constantly changing relationship in price levels of different products, 
even from the same kind of meat animal, is a striking example of how futile 
and impossible it is to attempt to fix rigidly ceiling prices of the numerous 
products from meat animals. 

6. Another very serious and disruptive development in the picture at the 
present time is the report that OPS is contemplating the lowering of ceiling 
prices of various products, as the market prices of some of these products may 
move lower during a particular season of the year, for very specific and under- 
standable reasons. For example, it is reported that OPS is considering a sub 
stantial roll-back of hides, wool, tallow, grease, and even a veiled threat of 
possible roll-back of pork products was mentioned in the statement of consider- 
ation of CPR 74, issued last September, covering ceilings on pork products, 
That statement reads as follows: “Consideration will be given to the question 
of whether to issue revised wholesale pork ceiling prices more accurately re 
flecting the conditions in the live hog market if the anticipated decline in live 
hog prices occurs.” 

7. This policy of “tightening the vise” each time the market price of a product 
declines temporarily below a previously established OPS ceiling level can lead 
only to a seriously disrupted situation in the industry. It will discourage 
production, it will discourage unduly, if not eliminate, the normal storage opera- 
tions, which are necessary and essential to an equitable distribution of products 
throughout the year, since livestock marketings, of necessity, are highly seasonal. 
It will bring about confusion and uncertainty, and eventually it will prevent 
this industry, or any other industry similarly situated, from operating profitably. 

8S. The American Farm Bureau Federation recently protested to the OPS 
about imposing ceiling prices on pork products at levels that reflect lower hog 
prices than are permitted under the provisions of the Defense Production Act. 
(See attached copy of letter from Allan B. Kline, president of AFBF, to Michael 
DiSalle, Administrator of OPS). 
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TasBLe I.—Chicago average prices for livestock and livestock products, Nov. 12, 
1951, with comparisons 





Per hundredweight ! Change from— 
Item j 
Nov. 21, OPS Nov. 22, | OPS Dnt 
1951 ceilings 1950 ceilings Year ago 
Hogs: | Percent Percent 
Chicago top $19.00 |... $18. 2 oe +4 
Barrows and gilts, 220-240 pounds * ¥ oy 18.02 |.. - +5 
Sows, 300-330 pounds 18. 13 17. 32 | +5 
Wholesale pork products | 
Hams, Sk. 8. P. 14-16 pounds 44. 50 $48. 50 42. 25 —8 | +5 
Picnics, 8. P. 8-10 pounds 27. 50 | 32. 50 26. 75 —165 | +3 
Boston butts, fresh, 4-8 pounds 35. 00 44.00 33. 63 —18 | +7 
Loins, fresh, 12-16 pounds 40. 00 50. 50 36. 25 —21 +10 
Bellies, 8. P. 10-12 pounds 25.50 | 36. 50 30. 50 —30 —16 
Bellies, D. 8. 18-20 pounds 20. 00 25. 50 | 25. 50 —22 —22 
Fat backs, cured, 10-12 pounds 14. 00 15. 00 16. 50 —7 | —15 
Spareribs, frozen, 3-5 pounds 35. 75 37. 50 30. 75 —5 +16 
Trimmings, fresh 16. 50 22. 50 19. 25 -—27 —14 
Cattle: 
Prime steers, 1,100-1,300 pounds 39. 00 37.00 | 33. 62 +5 +16 
Choice steers, 900-1,100 pounds 36.12 34. 20 | 31.62 +4 +14 
Utility cows, all weights 23. 00 23. 45 20. 25 —2 +14 
Can. and cut. cows, all weights 18. 50 | 19. 55 17. 50 —5 +6 
Wholesale beef 
Choice steer carcasses 56. 00 56. 00 48. 00 Same +17 
Utility cow carcasses 40. 75 47.00 37.00 | —13 +10 
Bis. can. and cut. cow meat __- 55. 50 58. 10 47.50 —4 +17 
Byproducts: 
Lard, P. 58. loose | 15. 00 14.00 |... +7 
Tallow, fancy 7.50 15. 00 14. 00 —AO 16 
Heavy native steer hides 20. 00 33. 00 33. 75 —39 —41 
Calfskins, light 40. 00 80.00 | 2. 50 | —50 —§2 
1 Average of quoted range; product prices are for carlot sales. 
Source: National Provisioner, Daily Market Service. 
PORK PRODUCTION VS. PORK PRICES 
1947-49 AVERAGE 
Mil.Lbs. $ per cwt. 
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The above chart shows the 1947-49 weekly average production of 
pork under Federal inspection, together with a composite wholesale 
price of nine major pork products for the same period. The close, but 
inverse, relationship between the supply and the price of these prod- 
ucts is readily apparent. 

Senator Capenart. I gather you are not ready to recommend yet 
the decontrol of livestock or meat ¢ 

Mr. DiSatte. Absolutely not. 

Senator Carenarr. Are you ready to recommend the decontrol of 
anything at the moment ¢ 

Mr. DrSatite. We decontrolled corncobs the last 2 weeks, and 
Christmas trees. , 

Senator Carenart. That shows you how ridiculous some of your 
operations have been that you ever controlled them in the first place. 
I do not see anything funny about it, that is, to make a remark like 
that. I think it is a reflection upon your own judgment that you 
controlled them in the first place. 

Mr. DrSauie. All we did, Senator, was to issue a general freeze. 
At the time we issued the general freeze, we said that some of those 
items would have to be decontrolled. 

Senator Carenarr. Of course, that is what sort of disgusts the peo- 
ple, some of the things that happen, that we do such foolish things as 
that. 

Mr. DiSauie. I am glad you said “We.” 

Senator Carrenartr. And then consider it. I will say “You,” then— 
I was just being kind—I will say the OPS—I am just trying to be 
kind, that is all. 

Mr. DiSauie. A good many of the things that seem ridiculous are 
forced upon us. 

Senator Carenartr. There is nothing funny about it. I asked 
simple question, and you want to get funny. There is not anything 
funny about it. 

Mr. DiSatxe. Just a statement of fact. 

Senator Carenmart. I asked a sensible question that a lot of people 
in America would like to have answered. 

Do you at the present time anticipate recommending any decon- 
trols ¢ 

Mr. DiSauie. On important commodities ? 

Senator Carenarr. Any commodities in the United States. 

Mr. DiSauie. Well, the term “any commodities” takes in a great 
field. We do have standards established whereby we will decontrol 
those items that have no significant bearing on either the cost of living 
or the cost of the defense effort and where the cost to administer con- 
trols would be out of proportion to the value received. 

Senator Capenart. Under the original act, and it is still in the act, 
of course, it says in substance that the President shall control the 
price of any commodity or commodities that are in short supply or 
may become in short supply in the future. That is still part of the 
act. I think it is a fair question then to ask, is there any commodity 
in the United States that is not in short supply at the moment that 
might well be decontrolled for the good of the economy? I would 
think for your own good, because you certainly have a tremendous 
amount of detail to handle in these controls, you would want that. 
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Mr. DiSauie. We have standards for decontrol that have been filed 
with the committee. Those items that meet those standards will be 
decontrolled as we get to them. We have decontrolled a good many 
items. 

Senator Carrnart. I know you have decontrolled some of the minor 
items. I see you have out from control any business doing less than 
$250,000, is that not correct ¢ 

Mr. DirSauie. Not out from under control. 

Senator Carenartr. They write their own regulations. 

Mr. DiSauie. They have an option. They can stay under a general 
ceiling price regulation. 

Senator Capenart. | think that is a good thing. You are not ready 
to recommend decontrolling under the general provisions of the origi- 
nal act, that is, where it says that the President shall control prices 
that are in short supply or may become in short supply / 

Mr. DiSauxie. No substantial commodities. 

Senator Carenart. Hogs at the moment are certainly in long supply. 

Mr. DirSauxe. Price pressures are very evident. 

Senator Capenarr. I hope the people will always have money to buy 
the power to create pressures, because that is one thing that we want. 

The Cuarmman. Are you going to answer that / 

Mr. DiSauxe. I was looking for that section that Senator Capehart 
referred to about short supply. 

Senator Carenarr. It was the substance of it that I quoted. 

The Cuamman. I might say, of course, this joint committee has 
authority only to try to keep informed and check on what you gentle- 
men may or may not do. We have had some requests here from peo- 
ple desirous to be heard in connection with the law. 

This joint committee cannot write any law. The Banking and 
Currency Committee itself has to do that. So I regret that I have 
to inform the people to that effect. The House Banking Committee 
and the Senate Banking Committee are the only ones who can legis- 
late. We cannot legislate. 

I will ask permission to have any members of the joint committee 
file any statements that they might desire to file before the hearing is 
printed. 

I am going to file these telegrams in connection with the entire 
situation. 

(The telegrams referred to follow :) 

Kearny, N. J., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

We wish to go on record against the contemplated roll-back on hides and tal- 
low. This will be harmful to us and our customers in the meat trade. 

The THEOBALD IND. 


PiITTsspurGH, Pa., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
We are unalterably opposed to any roll-back in tallow and grease ceiling 
prices. Absolutely no necessity for so doing. 


PITTSBURGH MELTING Co., 
Tallow Renderers. 
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BALTIMORE, Mp., November 23, 1951. 

Senator Burner R. MAYBANK, 5 

Senate Office Building, Washington, D. C.: é 

We are opposed to any roll-back of the prices on inedible tallow and greases. 
Bruan RENDERING Co. 


LINcoLN, NEsR., November 23, 1951. 
Senator Burner R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 
Industrial tallow and grease selling considerably below established ceilings. 
Recommend decontrol entirely rather than roll-back as proposed by OPS. | 
C. W. Swine.e & Co., Lp. 


eae 


LINCOLN, Nepr., November 238, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
Industrial tallow and grease selling considerably below established ceilings. 
Recommend decontrol entirely rather than roll-back as proposed by OPS, 
TULSA RENDERING Co., 
Collinsville, Okla. 


NAMPA, IpaHno, November 23, 1951. 
Senator MAYBANK, 
Senate Office Building: 

We are strongly opposed to any roll-back in tallow prices. Present low prices 
on tallow coupled with high production cost have already forced our industry 
into a serious depression. Any further cut-backs in price will cause innumerable 
close-downs. Your serious consideration will be greatly appreciated. 

IpAHO ANIMAL Propucts Co. 


FREEPORT, Itt... November 23, 1951. 


SENATOR MAYBANK: Request your opposition to any demand by OPS to roll 
back ceiling price on tallow and grease now being sold. When possible at 45 
percent of existing ceiling OPS met with advisory committee only to advise the 
committee of their already determined OPS action. They might at least have 
courtesy and thoughtfulness to advise these men who travel at their own 
expense from all sections of the United States of such predetermined action. 
If assistant chiefs in this department feel their knowledge of production costs 
and profit so thorough without investigation, then under our American system Y 
they should resign from Government payroll and join with us in the manufactur- 
ing and production field. 

JoHN T. LAForee Co. 


Denver Coro., November 23, 1951. 
Senator MAYBANK: 
We object to the proposed roll-back of ceiling prices on tallow and grease in 

that it is discriminatory and the proposed prices are not adequate in view of 
current production cost. Also proposed price roll-back has no bearing or relation : 
to current prices of other commodities, since current prices of tallow and grease 
are depressed and considerably under present ceiling. We believe decontrol of 
these items would be more satisfactory than price roll-back. 

CAPITOL RENDERING Co, 

GREELEY RENDERING Co. 

PvuEBLO ByprRopUcTs. 

Tue WesTeRN Store RenvERING Co. 
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DurHAM, N. C., November 23, 1951. 
Senator Burnetr RHeTr MAYBANK, 
Senate Office Building, Washington, D. C.: 

The OPS is preparing to issue an order rolling back the ceiling price on inedible 
tallow and grease approximately 40 percent. There is no economic justification 
in this order when all our other costs have taken approximately a 12-percent 
rise since ceilings were originally issued. We have previous to this experienced 
one 16-percent roll-back and another would seriously hamper the effective opera- 
tion of our industry and in turn force many of the small plants to close. We 
request of you to use your influence in preventing this injustice to our industry 
for the mere sake of politics. Thanking you in advance for any help which you 
may see fit to offer our industry, we are, 

Very truly yours, 
Swarrz TaLttow Co. 
H. G. Swartz, President. 


Cuicaaeo, ILt., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building: 

We strenuously object to another roll-back in the prices of tallows and greases. 
The rendering business is a vital sanitary necessity, as it processes low-grade 
animal waste material. On today’s tallow prices products such as animal offal 
and restaurant garbage can only be processed at a loss and the dumping of this 
material onto public garbage-collection systems would be a tragedy, as they 
could not handle it. Tallow and grease prices were rolled back last January and 
any further roll-back is wholly unjustified. What the industry should have is a 
floor under animal tallows and greases at current ceiling prices in order to protect 
the health and welfare of all city populations. Also lowering prices on tallows 
and greases means that the meat markets and packers automatically have to 
raise prices on their meats, which is a vital item in the cost of living. The prices 
of tallows and greases are reflected only in the prices of soap, which business is 
already in a tailspin due to detergents. We also strongly advise the abolition of 
any ceiling prices on raw animal waste materials as the variance in both yields 
and quality of materials isgo great that it is absolutely impractical to establish 
and enforce ceiling prices on such products. We accordingly urge no further 
roll-back in prices of tallows and greases and the elimination of ceiling prices 
and animal waste material as vital to our economy. 

Dartine & Co. 
CARLOS ALLING. 


Sr. Louis, Mo., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Wish to register our objections to any roll-back in the inedible tallow and 
grease ceilings, which we understand are being considered by OPS at this time. 
Under present conditions this industry is fighting for survival, and any price 
roll-backs would cause immeasurable damage to an old and very essential indus- 
try which is already operating under a previous roll-back in prices. We earnestly 
solicit your support. 

Brnz Hwe & Tattow Co. 


Macon, Ga., November 28, 1951. 
Senator MAYRANK, 
Senate Office Building, Washington, D. C.: 

Please use your office to prohibit contemplated tallow price roll-back now being 
considered by OPS. Such roll-back if permitted would force majority of members 
of our industry into virtual bankruptcy as such price levels would not permit 
continued operation. Please give full consideration to details of our case which 
we hope will be presented by officials of our national renderers association at 
hearings sometime next week. 

Myer 0. SIGAt, 
Vice President-Controller, G. Bernd Co. 
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SHELBYVILLE, TENN., November 23, 1951. 
Senator MAYBANK, 
Nenate Office Building, Washington, D. C.: 

In your OPS hearing Monday, November 26, please consider producefs of 
inedible tallow and grease and their employees, along with soap manufacturers, 
glycerin prices and retail soap prices. Due to nonedible grease price rapid 
decline and hide price declines, our small company of 18 employees has lost 
$13, 867.25 from June 1 through October 31, 1951, it is impossible to reorganize 
as fast as our prices change. Government’s publicity to excesses and shortages 
seems to encourage this price cajole. On what basis was OPS’s original ceiling 
price established? Why should they be lowered when the suggested lower prices 
are below general pricing conditions? Do they intend to legislate a loss on a 


given industry? 
SOUTHERN RENDING Co. 


Lona Istanp Crry, N. Y¥., November 23, 1951. 
Senator Burner R. MAYRANK, 
Nenate Office Building, Washington, D. C.: 

OPS threatening tallow and grease industry with second roll-backs. This would 
seriously injure industry, which is currently struggling in a market abnormally 
depressed below the ceiling price. Understand you have hearing Monday on 
items selling -substantially below ceiling. Suggest you question Mr. DiSalle 
concerning the advantage of and the economic justification of a tallow and grease 
roli-back at this time. 

Martin J. Rupr, 
President, H. M. Rubin, Co., Ine. 


New Bricuton, Pa., November 23, 1951. 
Senator B. R. MAYBANK, 
Chairman, Senate Banking Committee, Washington, D. C.: 

We understand you are in favor of abolishing price control on commodities 
selling below ceiling prices. We favor this position. However we are definitely 
opposed to any roll-back in ceilings on tallow and grease. 

@xicuton Byrropucts Co., 
H. Ortinperc, President. 


Des Mornes, Iowa, November 24, 1951. 
Senator MAYRBANK, 
Care Senate Office Building, Washington, D. C.: 

We urge that you and your committee make all effort to have tallow, grease, 
and hides decontrolled. We as renderers in lowa and Missouri are fighting 
losing battle to remain in business with wages and all general expenses doubled 
in all of our markets at one-third ceiling. Our position is desperate. 

Mipwest Packine Co., Inc. 





YAKIMA, WASH., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
Registering an objection of roll-back of tallow and grease by OPS favoring 
meat control of tallow and grease. World War II ceiling controlled price on 
special tallow was 85% cents per pound f.o.b. shipping point. Our wages were 
frozen at SO cents per hour; coal $6 per ton; gasoline 17 cents per gallon. To- 
day wages, $2 per hour; coal, $14 per ton; gasoline 27 7/10 cents per gallon. 
AMERICAN Bypropucts Co., 
L. D. Krum. | 


PHILADELPHIA, PA., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
{ 
Protest roll-back on tallow. It would be more sensible to have it decontrolled. 


Your urgent help will be appreciated. 
ENTERPRISE TALLOW & GREASE Co. 


et 


DEFENSE PRODUCTION ACT 623 


SALINAS, CALIF., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We protest strenuously to any roll-back on tallow and grease rumored to be 
40 percent as planned by OPS. Unfair, unsound to roll-back prices tallow grease 
to level of current depressed market. We agree with you that Government should 
decontrol commodities that falls below reasonable and fair ceiling prices. 
Present 15-cent ceiling fair and equitable when established last spring after roll- 
back from 18 cents. 

Satrnas TaLiow Co. 


Boston, Mass., November 24, 1951. 
Hon. Burner R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

There can be no economic justification for price ceilings except for products 
in short supply. Understand stocks of unsold finished soaps currently ab- 
normally high. Tallow and grease are not in short supply. Current price for 
tallow 7% cents against a 15-cent ceiling. Suggest DiSalle be asked to justify 
his Bureau’s avowed intention of continuing and rolling back ceilings on these 
products in the absence of economic justification. We must assume political 
motives. The arrogance shown by the OPS in its meeting with the Fats and 
Oils Industry Advisory Committee last Tuesday resulted in the resignation of 
the majority of the committee members. Urge you restrain those who would 
regulate without economic justification. Urge decontrol of products now priced 
in free market substantially below current ceilings including tallow, grease, 
and tankage. 

JAMES F.. Morse & Co., 
R. E. Morse. 





Los ANGELES, CALIF., November 24, 1951. 
Senator MAYBANK. 
Senate Office Building, Washington, D. C.: 

OPS threatened rollback of ceilings for inedible tallow should be opposed 
on grounds of obvious inequity. Please check on tallow and grease advisory 
committee proceedings November 20. 

FRANK JERME BAKER RENDERING CO. 


GAINESVILLE, Ga., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We feel rollback of hides and inedible tallow and grease not justified in view of 
high cost of production. Urge your favorable support of defeating this proposed 
contract. 

J. D. JEWELL INc. 


SAn Jose, CALIF., November 23, 1951, 
Senator MAYBANK, 
Chairman, Senate Banking Committee, Washington, D. C.: 
We are in favor of decontrolling tallow and hides. 
GAMBORD MEAT Co. 


Des Mornes, Iowa, November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We are opposed to the rollbacks in the ceiling price of tallow and grease with- 
out also rolling back the cost of purchased supplies, such as trucks, coal, freight 
rates, wages, electricity, plumbing supplies, machinery, fittings, etc. Why not 
decontrol tallow and grease? , 

NATIONAL By-Propucts INc. 
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MAYVILLE, Wis., November 23, 1951. : 

Senator MAYBANK, j 
Senate Office Building, Washington, D. C.: : 
Not in favor of price roll-back on tallow. i 
Wisconstn By-Propvet. \ 

Denver, Coro, November 23, 1951. ; 


Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
We object to proposed roll-back of ceiling prices on tallow and greases in that 
it is discriminatory and the proposed prices are not adequate in view of current 
production costs. Also the proposed price roll-back has no bearing or relation to 
the current prices of other commodities. Since current market prices of tallow 
and greases are depressed and considerably under present ceiling we believe 
decontrol of these items would be more satisfactory and less discriminatory than 
price roll-back. 


a Naa 


CoLoraDo By-Propvucts, 
HERMAN HorwIrTaH. 


MILWAUKEE#, WIs., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Urge you not to roll back ceiling price of inedible tallow. Present market is 
extremely low and it is not fair to roll back ceiling prices on present market which 
is a result of distressed selling on part of renderers. If prices are rolled back 
incentive will be gone to produce tallow at present high operating cost. The 
rendering industry is made up of thousands of small independent renderers work- 
ing to just make a living. A roll-back will close up many of these renderers thus 
creating artificial scarcity as well as a health problem. 

MILWAUKEE TALLOW & GREASE CO., 
FLOYp Sece., President. 


PHILADELPHIA, Pa., November 23, 1951. 
Senator Burner R. MAYBANK, 


Senate Office Building, Washington, D. C.: : 


We strongly recommend inedible animal fat be decontrolled. Price control 
not necessary with present prices 50 percent below ceiling. Decontrol most 
necessary for well-being of inedible rendering industry. 

Mutvat ReNperine Co. 
R. C. Sacg 


Los ANGELES, CALtr., November 238, 1951. 
Senator Burnet R. MAYBANK, 
Nenate Office Building, Washington, D. C.: 

Consideration by OPS and Price Administrator DiSalle threatened rollback 
of prices for inedible tallow appear definitely discriminatory against a helpless 
rendering industry In all fairness we believe prices of inedible tallow and 
grease should be completely decontrolled until present sadly depressed prices 
recover to present ceiling. 

WASHINGTON RENDERING Co. 


Carson Curr, ILL., November 23, 1951. 
Senator Burnet R. MAYBANK, 


Senate Office Building, Washington, D. C.: Pp 


As the owner of a modern dead animal reduction plant, I strenuously object 


to contemplated rollback of fats and oils. 
WILsuR ALLAERT. 
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Norru PLAtre, NeEBR., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Our firm very definitely opposed to rollbacks on any products such as con- 
templated for tallow and hides. We believe decontrol to be the solution when 
such products have been substantially below ceilings for 6 months or better. 
We request immediate decontrol on our products and others in same spot. 

NortH PLAtre RENDERING Co., 
By Krrk MENDENHALL. 





MocKsvILLE, N. C., November 23, 1951. 
Senator BurNer R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Very much opposed to OPS roll-back on nonedible tallow and grease. Please 


do all can at hearing Monday. 
VETERANS GREASE & TALLOW CO. 


PHILADELPHIA, PA., 
November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We are tallow renderers and are opposed to roll-back inedible tallow ceiling 
at. this time as serving no useful purpose. Instead of roll-back, ceilings should 
be removed or left alone and encouragement given to an industry which has 
been singled out as whipping boy. Public would benefit with higher returns of 
the inedible animal fat in reducing packers’ cost of producing meat. Big con- 
sumer tallow soap industry, whose cost is primarily advertising, not raw 
materials and production of soap. 

INDEPENDENT MANUFACTURING Co., 
R. E,. SMITH. 


SAN FRANCISCO, CALIF., 
November 23, 1951. 
B. R. MAYRANK, 
Senate Office Building, Washington D. C.: 

Our association, comprising great majority renderers producing tallow and 
grease in California, Oregon, Washington, Nevada, Arizona, New Mexico, 
strongly advocate complete decontrol our products; namely, inedible animal 
tallows and greases and animal protein, called meat scraps. Animal-fats produc- 
tion greatly exceeds domestic consumption while exports insufficient to remove 
surplus. Reliable forecasts indicate further increase production during 1952. 
Current Pacific coast market prices about 50 percent below ceiling per C?R 
6, amendment 2, dated March 8, 1951. Market appears somewhat depressed by 
dull domestic demand and reduced exports since July, while production continues 
normal. Situation warrants decontrol, as prospects sharp advance in price very 
remote. OPS proposal reduce ceiling created unsettled market, causing losses 
to producers. 

Nets HAmsBec, 
Secretary, Pacific Coast Renderers Association. 


JACKSONVILLE, In. 
November 23, 1951 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We would sincerely appreciate your assistance in combating any effort on part 
of OPS to carry through with roll-back of tallow and grease ceilings. We feel 
that OPS was created to halt inflationary movement, and now that market 
prices have been below established levels for several months there is no further 
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need of OPS regulation in this particular category. We definitely favor complete 
decontrol of all items that are substantially below tailored ceilings, particularly 
when in no instance there is a demonstrated need for regulation. You are 
undoubtedly aware that grease and tallow markets have been considerably be- 
low World War II levels during the last few months in spite of the fact that 
all operating costs, union wage contracts, supplies, equipment, etc., have been 
priced upward pursuant to OPS direction during the same period. Since the 
supply-and-demand picture of tallow and grease have failed to keep these prod- 
ucts at a level with other costs, it would appear that we need no artificial barriers 
to further restrict the natural flow of business. 
Respectfully submitted. 
JACKSONVILLE REDUCTION Co., 
JeroMe L. Conen. 


Sr. Louis, Mo., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building: 
We solict your assistance in prevention proposed roll-back tallow and grease 
prices and elimination price controls on both. 
Joseru P. Funk Co. 


Sr. Lovuts, Mo., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building: 
Urgently request your support elimination controls tallow and grease plus 
abandonment plans roll-back prices these items. 
WILILTBALD ScHaerer Co. 


Brookiyn, N. Y., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building: 

We wish to advise you of OPS intention of a second roll-back on tallow and 
grease amounting to 40 percent reduction of ceiling price. We feel this inad- 
visable at the present time due to the financial hardships this will impose upon 
retail and wholesale meat dealer. 

JosePH Rosensercs Sons, Ino. 





MrrcHett, 8S. DAaK., November 23, 1951, 
Senator B. R. MaYBANK, 
Senate Office Building, Washington, D. C.: 
Suggest no price roll-back on tallow now being considered by OPS. Market 
already demoralized. Suggest product be completely decontrolled, 
Tue MircHect SANtrary ReNpeatne Co. 


Los ANGELES, Catir., November 28, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Considerations by OPS and Price Administrator DiSalle regarding threatened 
roll-back of prices for inedible tallow appear definitely discriminatory against 
the helpless rendering industry. In all fairness we believe prices of inedible 
tallow and grease should be completely decontrolled until present sadly depressed 
prices recover to present ceiling. 

CALIFORNIA Renpertne Co., Lr. 
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Tucson, Ariz., November 28, 1951. 
Senator MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

Contemplated action by OPS in rolling back hide and tallow ceilings un- 
justified unless they need to create jobs. Free markets have existed below ceil- 
ings for some time. Congressman Harold Patten in conversation yesterday 
agreed that best action would be to completely decontrol both of these products. 

Tucson TALLow Co., 
JoHN Haven. 





Winston-Satem, N. C., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Would appreciate you opposing any more reduction of ceiling on tallow and 
grease. Reduction would injure our business and parties from whom same 
is purchased, mainly small packers. 

B. Swartz & Co. 


CneEsTerR, Pa., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
As a renderer of inedible fats and oils we vigorously protest a second roll- 
back of fats and oils jeopardizing our firm under present economic conditions. 
FRANK X. SMITH, 
President, American Rendering Co. 


SEATTLE, Wasu., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 
We are registering objections to considered roll-back on tallow by OPS. We 
favor decontrols of tallow because markets now well under present ceiling. 
SEATTLE RENDERING WORKS. 





SEATTLE, WaAsH., Notember 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Wish to protest price roll-back on tallow now being considered by OPS. Sug- 
gest tallow and grease should be decontrolled. 
JAMES HENRY PACKING Co. 





TaKOMA, WaA8sH., November 24, 1951. 
Senator Burner R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
We object to tallow ceiling roll-back being considered by OPS. Favor decon- 
trol of tallow and grease. 
PuGer SounD RENDERING WORKS. 


BALTrImoRE, Mp., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 


We are opposed to any roll-back in price ceiling tallow and grease. We appre- 


ciate your support. 
KAVANAUGH Propucts, INC. 
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MARIANA, FLA., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Please investigate fact our price of nonedible tallow and grease as well as 
hides have declined in face of rising cost and oppose roll-back on price of this 


material. 
CaRK RENDERING Co., 


FRANK W. HUDNALL. 


NewakK, N. J., November 238, 1951. 
Senator Burner R. MAYBANK, ; 
Senate Office Building, Washington, D. C.: 
Please register our protest as a fat renderer to Michael DiSalle when he ap- 
pears before you on Monday regarding another roll-back on ceiling price of tallow. 
THE STaAnparp TALLow Co. 


OCALA, Fia., November 23, 1951. 
Senator Burner R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
We are opposed to tallow price roll-back being considered by OPS. Our current 
market considerably lower than present ceiling. 
Marion RENDERING Co. 
R. C. Bancer, Jr. 





MILWAUKEE, Wis., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 
Herewith register objection to tallow and grease roll-back now being considered 
by OPS as this is completely out of line with the general price level. 
Rerarcers TALLOW AND CALFSKIN ASSOCIATION. 





WATERTOWN, S. DAK., November 23, 1951. 
Senator Burnet R. MAYRANK, 
Senate Ofice Building, Washington, D. C.: 
Suggest no price roll-back on tallow now being considered by OPS. Market 
already in state of demoralization. Suggest product be completely decontrolled. 
WATERTOWN RENDERING Co. 





CoLuMBus, IND., November 23, 1951. 
Senator MAYRANK, 
Senate Office Building, Washington, D. C.: 
We object to any change in the OPS ceiling prices on fats and oils. We are 


in favor of decontrols. 
Cotumsus Repvuction Co. 


ei 


PHILADELPHIA, Pa., November 28, 1951. 
Senator MAYRANK, 
Senate Office Building, Washington, D. C.: 
Please register our objection to contemplated roll-back on tallow and grease 


ceilings. Complete decontrol heartily endorsed. 
CHARLEs R,. SHOEMAKER. 





Mopesro, Caurr., November 23, 1951. 
Senator Burnet R. MAYRANK, 
Senate Office Building, Washington, D. C.: 
We are against any further roll-backs on tallow and grease as well as hides. 
We also urge decontrol on anything selling below OPS ceiling prices. 
ANKER Meat Co. 
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PUYALLIP, WasuH., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Registering objection to tallow price roll-back being considered by OPS favoring 


decontrol on tallow and grease. 
JOHNSON TALLOW WorKS. 





INDIANAPOLIS, INb., November 24, 1951. 
Senator MAYRANK, 
Senate Office Building, Washington, D. C.: 

Having contacted several businesses connected with both producing and con- 
suming tallow and grease we find that they along with our company object 
strenuously to any roll-back of ceiling prices on tallow or grease. Our market, 
which is below cost of production, is less than 50 percent of ceiling. We feel 
any attempt to roll back ceilings would eliminate any chance for renderers to 
recover losses they have sustained in last 90 days. We urge you to do all in 
your power to leave us free and open market. Please clarify intentions of 
OPS as they have not shown what would be gained by proposed roll-back. 

M. A. Deven Co., INC., 
H. A. PEELER. 





Wicuira, Kans., November 28, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Current market prices for tallow and grease are below production cost. We 
are strongly opposed to ceiling-price roll-back. In consideration of present 
supply and demand and estimated future production and consumption for tal- 
low and grease, we strongly urge complete decontrol of tallow and grease. 

Wicutra Desiccatine Co., INC, 
K. G. EASTMAN, President. 





MARSHVILLE, N. C., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We understand that the OPS contemplates a lowering of ceiling prices on 
inedible fats and oils. Our plant cannot produce these products at a profit at 
the present prices. A further reduction could probably force some of us out of 
production and dangerously reduce the Nation’s supply of these products. 
Your opposition to this proposed action by the OPS is seriously requested. 

Respectfully, 
MARSHVILLE RENDERING Co., 
Dr. Rornert E. Baucom, Manager. 


Denver, Co1o., November 238, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We object to proposed roll-back of ceiling prices on tallow and greases in that 
it is discriminatory and the proposed prices are not adequate in view of current 
production costs; also, the proposed roll-back has no bearing or relation to 
current prices of other commodities. Since current market prices of tallow 
and grease are depressed and considerably under present ceiling, we believe 
decontrol of these items would be more satisfactory and less discriminatory 
than a price roll-back. 

PEPPER PACKING Co., 
JOE PEPPER. 
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Green Bay, Wis., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

OPS considering rolling back ceilings on tallow, which we strenuously object 
to. The tallow market is substantially below ceiling and should be decontrolled 
entirely. Roll-back can have little effect on prices of soap to consumers; will 
mean heavy losses to renderers and put some of them out of business. 

Green Bay Soap Co. 


w~hnke eid we 


Los ANGELES, CALIF., November 23, 1951 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Considerations by OPS and Price Administrator DiSalle regarding threatened 
roll-back of prices for inedible tallow appear definitely discriminatory against 
a helpless rendering industry. In all fairness we believe prices of inedible 
tallow and grease should be completely decontrolled until present sadly depressed 
prices recoved to present ceiling. 

R. B. MorTIMER PETERSON MANUFACTURING Co., INC. 


TACOMA, WASH., November 23, 1951. 
Hon. Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We wish to enlist your aid to strenuously oppose the roll-back of ceiling price 
of inedible tallow and greases. With the present-day market 50 percent of ceiling 
price, our recommendation would be to decontrol and not permit roll-back. 

CARSTENS PACKING Co. 





SrockTon, CAuir., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Do not think price controls necessary on inedible tallow because United States 
supplies will be greater than our consumption till other uses developed and 
present low price. 

SrockTon TALLOW WorKS, 
JOSEPH FIRPo, 





Sroux Fats, 8. DaK., November 23, 1951. 
Senator B. R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 
Suggest no price roll-back on tallow now being considered by OPS. Market 
now demoralized. Suggest product be completely decontrolled. 
Sioux FALts ReNperine Co. 


SaLiNnAs, Cauir., November 24, 1951. 
Senator MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C.: 

We recommend the decontrol of tallow, grease, hides and skins rather than 
rol-back of the present ceiling prices as OPS now contemplates. We believe 
that any roll-backs will tend to discourage livestock production and prove det- 
rimental to our country and the livestock and meat industries. 

SALINAS Dressep Beer Co., INc., 
Jack T. Errineton, Vice President. 
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Akron, Onto, November 24, 1951. 
Senator MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

Inedible tallow and greases for weeks have been selling considerably below 
ceilings established last spring and recent markets these commodities compar- 
able to 1926 average. Roll-back by OPS would not correct situation. Think these 
commodities should be decontrolled. Resignation of OPS industry advisory 
committee last week should give indications from practical operators’ views 
opposing roll-back suggested OPS. 

Tue AKRON Soap Co., 
D. M. PFEIrrer. 





KENOSHA, Wis., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Understand hearing on tallow roll-back will soon come up before your com- 
mittee. Present prices on tallow are substantially lower than ceiling prices 
during World War II. Supply and demand will control prices of fats and oils 
as it is doing now. Price roll-back on this packinghouse byproduct will only 
adversely affect prices that producers of source materials receive. Farmers will 
quit animal production if unprofitable. Meat shortage and black marketing will 
be inevitable result. Urge hands-off policy on price roll-back on tallow or hides, 

N. 8S. Koos & Son Cu. 





Mount CARMEL, ILL., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
Please register my objection to tallow price roll-back being considered by OPS. 
THe TANKAGE Co. 
Guy W. Horr. 





West Pornt, Miss., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Please express in congressional hearing our emphatic objections to any ceiling 
reduction on inedible tallows and greases. We have reports of plants closing due 
to inadequate markets. Ceiling levels lower than those during the last war are 
impossible due to increased cost. 

West Potnt RENDERERS, 
GENE Hopton. 


MONTGOMERY, ALA., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We are very much opposed to the contemplated roll-back of hides and non- 
edible tallow and grease. All labor costs set by law at 75 cents, which along 
with maintenance and repair cost are approximately 45 percent above World 
War II cost. Now comes OPS with a contemplated roll-back on the above-men- 
tioned items to prices about a World War II level. Our industries will be 
nonexistent in a very short time on 1942-438 prices for our finish materials. 

MONTGOMERY By-Propucts ALABAMA RENDERING Co. 


New York, N. Y., November 24, 1951. 
Senator Burner R. MAYBANK, 
Washington, D. C.: 
Honorable Senator Burnet R. Maybank, on behalf of the 6,000 retail meat 
dealers affiliated with the undersigned, we respectfully ask that no steps be 
taken which would reduce the price of animal fat. A further decrease in the 
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amount the retail dealer receives for fat trimmings would have to be balanced 
by an increase in meat costs to the retailer and the consumer and, with meat 
prices at their highest point in history, the result would be disastrous to the 
meat industry and a calamity to the consumer. We respectfully urge that 
with the cost of living constantly on the rise and with meat being an impor- 
tant item in the cost of living, any step forcing a rise in the cost of living would 
not be in the best interest of our Nation. Will you kindly convey our message 
to the Office of Price Stabilization? We understand they intend rolling prices 
on inedible fats. 
Respectfully yours, 
Retail, Kosher Mear INDUSTRY COUNCIL. 
BENJAMIN BUCHMAN, President. 


Satem, Orec., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Lowering of tallow and hide ceiling as proposed by OPS digs a grave for the 
rendering industry unless such roll-back of our ceiling is followed by roll-back 
on our manufacturing cost, such as lowering of ceilings on steel, fuel oil, gaso- 
line, and wages, our principal cost. Would appreciate your bringing the dis- 
criminatory character of the proposed ceilings roll-back for our industry to the 
attention of the committee. 

Paciric RENDERING Co., 
J. C. BARLow. 


CuiLton, Wis., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
We register our objections to proposed roll-hback of tallow and grease price 
ceilings as no one in the rendering business can continue under present wage and 
repair costs if we do not receive a fair return for our product. 


ZIMMERMANNS CHITTON RENDERING Prawe. 


ELLENssuRG, WasH., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
We object tallow price roll-back considered by OPS. Favor decontrol. 
INLAND Propvucts Co., 
Gorvon STEVENS. 


Monterey, MINN., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Object very much price roll-back on any item substantially below ceiling price. 
Honestly urge decontrol on hides, tallow, and grease. 
MonTEREY RENDERING Co. 
J. M. Scuurrz, President. 





EvizaBetTH, N. J., November 24, 1951. 
Burnet R. MAYBANK, 

United States Senate, Washington, D. C.: 

We wish to call your attention to the OPS attitude toward the rendering 
industry. We have already had one tallow price roll-back and they now arbitrar- 
ily wish to impose another which would harm the rendering industry and the 
meat trade. Please register our protest with Mr. DiSalle on Monday when 
he appears before you. 

I. ScHonwaLrer & Co. 
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PorTLAND, OrEG., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
This company protests roll-back of tallow prices already way below present 
ceiling with overproduction of fats and oils in United States. We believe fats and 
oils should be decontrolled at the present market on tallow and greases. We 


are operating on nonprofit basis. 
PortTLAND RENDERING Co. 
Pau. W. Depre, Manager. 


PeortA, Inu., November 24, 1951. 
Hon. Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Re hearing on roll-back of prices on animal fats before your committee. We 
protest the contemplated change in fat ceiling prices. Prudent consideration 
imperative before rolling back prices. Current operation cost make necessary 
that producer realize reasonable average price for year. Present demoralized 
prices are not a basis for reducing ceiling prices, as selling prices today are below 
production cost. Present prices 50 to 65 percent under ceiling prices. Obviously 
this is an effort to perpetuate OPS control of industry at unnecessary expense to 
Government. Any change in present price control should be elimination of these 


ceiling prices. 
Faser & Co. 


Moutrrig, Ga., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building: 
Byproducts such as grease considerably below cost of production. Price now 
below that of 19387. Further decontrols will automatically close my doors. 
Cove RENpDERING Co., 
KENNETH V. Cope. 


PoRTLAND, OrEG., November 24, 1951. 
Senator MaYBANK, 
Senate Office Building: 
Believe 40 percent reduction tallow ceiling out of line with all livestock prices. 
KENTON PACKING Co., 
E. P. La FRANCHISE. 


San ANGELO, Tex., November 238, 1951. 
Senator MAYBANK, 
Washington, D. C.: 

Since tallow and hides are now selling close to 50 percent or more below 
ceiling prices we see no further need for price control on these items and ask 
their immediate decontrol. We further ask your help to defeat any movement 
to roll back prices on tallow and hides. We thank you for your help and con- 
sideration in this matter. 

OMER DREILING, 
San ANGELO By-Propvucts, Inc. 


Denver, Co.o., November 21, 1951. 


Hon. BugneT MAYBANK, 
Senate Office Building, Washington, D. C.: 

I understand OPS is determined to lower tallow ceiling prices merely because 
prices seasonally are below ceilings and that tallow advisory board resigned in 
body as result. Further that OPS intends to treat similarly with hides, greases, 
and many other commodities as prices temporarily decline. This is a back-door 
method of imposing roll-backs and should not be tolerated. There is no justifi- 
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cation for lower prices being forced on any commodity at same time union labor 
is all set to demand substantially higher increases than justified under WSB 
ceilings. If effort to control inflation is being abandoned on labor they certainly 


should not be drastically enforced on other products. 
F. E. Mottin, 


Executive Secretary, American National Catlemen’s Association. 


Newark, N. J., November 23, 1951. 
Burner MAYBANK, 
United States Senator, Senate Office Building: 

We wish to call your attention to OPS attitude toward the rendering indus- 
try. We have already had one tallow price roll-back and now they arbitrarily 
propose another which would be harmful to the industry and meat trade. Please 
register our protest to DiSalle when he appears before your committee Monday. 

EASTERN MELTERS ASSOCIATION, INC. 


NEWARK, N, J., November 23, 1951. 
BURNET MAYBANK, 
United States Senator, Senate Office Building: 

We understand that Mr..DiSalle of OPS will appear before your committee on 
Monday. As a fat rendered we request that you protest any further roll-back 
on inedible tallow as our industry committee has not been considered in this 
move, 

ATLAN Soap Works, INC. 





Lone IsLanp Crry, N. Y¥., November 23, 1951. 
Senator Burnet R. MAYRANK, 
Senate Office Building: 

We are opposed to and protest roll-back by OPS of ceiling on tallow, grease, 
and all fat bearing raw materials. It will cause an extreme hardship to retail 
and wholesale meat trade and renderers and is not justified on the theory of 
permitting increasing ceiling prices on meats. 

. THe VAN IpeERstTine Co. 





PHILADELPHIA, PA., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
Register our objection to roll-back of inedible tallow. We favor lifting con- 


trols on inedible tallow. 
KEYSTONE RENDERING Co. 
ApoLr Kuern, President. 





ASHEVILLE, N. C., November 23, 1951. 
Senator MAYBANK: 

OPA considering roll-back in inedible fat and oil prices. Present price approxi- 
mately 40 percent of ceiling and below cost of production. Would appreciate 
your efforts to either decontrol or leave price at present ceiling. 

CONSOLIDATED Hipe & Meta. Co. 





Dopée City, KAns., November 28, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

In view of demoralized tallow and grease market and the dictatorial manner 
in which the Office of Price Stabilization is insisting on lowering the ceilings 
tallows and greases without the recommendations of the industry advisory com- 
mittee, we can see no reason why tallows and greases should not be completely 


decontrolled. Your help will be appreciated. 
J. P. Jounston, Jr., 


Secretary and Treasurer, Dodge City Rendering Co., Inc. 





ee eee 


DEFENSE PRODUCTION ACT 635 


PrrrspurGH, Pa., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building: 
We are unalterably opposed to any roll-back in grease and tallow ceiling 


prices. Absolutely no necessity for so doing. 
StaAp Soap Co., 


Grease Manufacturers. 


DENVER, CoLo., November 23, 1951. 
Senator MAYBANK: 

We object to proposed roll-back of ceiling prices on tallow and greases in 
that it is discriminatory and the proposed prices are not adequate in view of 
current production cost; also the proposed price roll-back has no bearing or 
relation to the current market. Prices of tallow and greases are depressed and 
considerably under present ceiling. We believe decontrol of these items would 
be more satisfactory and less discriminatory than price roll-back. 

S. HELLER, 
Denver RENDERING Co. 


PITTSBURGH, Pa., November 23, 1951. 
Senator BuRNet R. MAYBANK, 
Senate Office Building: 
We are unalterably opposed to any roll-back in tallow and grease ceiling 
price. Absolutely no necessity for so doing. 
Oswatp & Hess Co. 


—_——__—. 


PrITTsBuRGH, Pa., November 23, 1951. 
Senator Burnet R. MAYBANK: 
We are unalterably opposed to any roll-back of tallow and grease ceiling 
prices. Absolutely no necessity for so doing. 
WILLIAM H. Womstey Co., 
Tallow Renderers. 





PrTTsBuRGH, PA., November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building: 
We are unalterably opposed to any roll-back in tallow and grease ceiling 
prices. Absolutely no necessity for so doing. 
The HOMESTEAD PROVISION & PACKING Co., 
Tallow Renderers. 





PITTSBURGH, PA., November 23, 1951. 
Senator Burner R. MAYBANK, 
Senate Office Building: 
We are unalterably opposed to any roll-back in tallows and grease ceiling 
prices. Absolutely no necessity for so doing. 
CHARLES FRED SCHAFFER, 
FRED CoNnRAD SCHAFFER, 
WILLIAM J. SCHAFFER, 
ScHAFFER Bros. RENDERING Co., 
Grease Manufacturers. 


PITTSBURGH, PA., November 28, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building: 
We are unalterably opposed to any roll-back in tallow and grease ceiling 
prices. Absolutely no necessity for so doing. 
Hays RENDERING Co. 
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Rocxy Mowunrt, N. C., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 
Request you oppose lowering of ceiling prices on tallow and grease since these 
commodities are selling much under ceilings at or below cost of production. 
S. & W. RENDERING Co., 
J. 8. Suacs, 


Go.psBoro, N. C., November 23, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

We understand that lower ceiling prices on tallow and greases are con- 
templated by OPS. We would like to request your opposition to such a move. 
Tallow and greases have declined to such a low point that they can no longer 
be produced at a profit. As a matter of fact, with present high expenses, ren- 
derers are losing money in manufacturing tallow and greases. 

NorTa CArortrna CONSOLIDATED Hipge Co. 
Lovis ScHMIDr. 


PITTSBURGH, Pa., November 23, 1951. 
Senator MAYBANK, 
Chairman, Senate Banking Committee, Washington, D. C.: 

We are opposed to rolling back commodities—tallow, hides, pork, etc.—to 
present market levels. We believe as you do that price controls on such com- 
modities should be done away with as they have been selling for some time 
under present OPS ceilings. 

Frrep & REINEMAN PACKING Co. 


San Francisco, Carrr., November 26, 1951. 
Hon. Burnett R,. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Strongly urge that commodities, such as hides, skins, and tallow, which are 
selling way below present price ceilings be decontrolled. In all of these com- 
modities supplies are more than adequate and controls have had a disastrous 
effect on business. As a member of the industry advisory committee for bovine 
hides strongly. urge controls such as these no longer needed be done away with. 

Paut A. BISSINGER. 





SaLteM, Orec., November 26, 1951. 
Senator Burner R. MAYRANK, 
Senate Office Building, Washington, D. C.: 

Urge immediate decontrol on all commodities selling appreciably below ceiling 
prices, especially hides, skins, and tallow, which are now selling 40 to 50 percent 
under allowable ceilings. 

; Vattey Packrine Co. 





NATIonaL City, CALIF., November, 26, 1951. 
Senator Burner R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

We urge you to block any further roll-back on hides and tallow. It is dis- 
couraging to pay $0.37 for steers and sell the hides for $0.18 and the tallow 
$0.05 ; these are our present prices. 

Georce S. WRIGHT, 
Meat Packer. 





or a ie ee 





her ss oe ete i 


be Ned tin tee ln aeP'* cee DMNA es thet Su > 


dee 





i i i i ee, Oe 


Paani Nk. PE are SR Fes 


Tne nm tte heat 8 


eames) 9 OD 


oe 


DEFENSE PRODUCTION ACT 637 


YAKIMA, WASH., November 26, 1951. 
Senator Burner R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate Building: 

OPS announced intention to roll back ceiling prices hides, tallow, and grease. 
If done will cause extreme hardship to packers and all livestock producers. 
For several months these products been selling as low as 50 percent of ceiling 
prices. There is no need for control prices on commodities of which supplies 
are so great, Threats to roll back ceiling are already demoralizing prices on 
these byproducts, which are selling greatly below cost of production. I respect- 
fully request you decontrol tallow, grease, hides, and skins. Thank you. 

Gisson PACKING Co., 
Henry L. Corrry. 


ANAHEIM, CALir., November 26, 1951. 
Senator Burnet R. MAYBANK, 
Senate Building. 

Dear SENATOR: To encourage livestock production, please eliminate price 
ceilings on hides, skins, tallow, and grease rather than rolling back existing 
ceilings. 

BripGeFrorD PacKine Co., 
H. H. Bripcerorp. 


JAMAICA, N. Y., November 26, 1951. 
Senator BuRNeTtT MAYBANK, 
United States Senate, Washington, D. C.: 

We object to roll-back of price on tallow and also price on raw materials that 
the butchers would receive from the renderers. We represent a large number 
of butchers in New York City and vicinity, and this roll-back will be detrimental 
to all of us. 

JAMAICA NaSsAvu AssoctrATiIon, ReTar MEAT AND Foop Deaers, INc., 
Leo FLEISCHMANN, President. 


BELLINGHAM, WASH., Norember 26, 1951. 
Senator MAYBANK, 
Senate Office Building, Washington, D. C.: 

Congratulations your attitude toward OPS decontrol hides, tallow, and other 
commodities in ample supply. This is especially appreciated by small business 
firms who are faced with financial ruin if ceilings are rolled back as some advocate. 

Friese Hive & Fur Co. 


Brook iyn, N. Y., November 26, 1951. 
Senator BurRNetT R. MAYBANK, 
Unted States Senate Office Building, Washington, D. C. 

HonoraAB_e Senator: On behalf of the 900 retail kosher butchers of Brooklyn, 
N. Y., we respectfully urge that no steps be taken which would further reduce 
the price of animal fat. A further decrease in the price of fat trimmings would 
have to be offset by an increase on the kosher beef and meat, and the price of 
kosher meat as of today is high enough already. It would be disastrous to the 
kosher butchers and to the consumer. We therefore urge you to use your hich 
office not to permit any roll-back of animal fat. We hope that your plea will 
not be in vain. We sincerely believe rolling back prices on animal fat and 
increasing the price on meat is not to the best interests to the Nation as a whole. 

Respectfully yours, 
BROOKLYN KosHER BUTCHERS ASSOCIATION, 
IsRakgL, Present President. 
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New York, N, Y., November 26, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Buiding, Washington, D. C.: 

Dear SENATOR MAYBANK: I represent the New York State Association of Retail 
Meat Dealers and following New York City branches affiliated with this associa- 
tion: New York-Bronx; Jamaica-Nassau; Brooklyn. South Brooklyn organiza- 
tion in existence 55 years, nonkosher retail meat industry. With respect to 
contemplated roll-back on fat and oil ceiling prices, this will create a great deal 
of confusion in the retail meat industry, particularly in New York City. The 
present prices of fats and skins (offal) are considerably depressed due to pre- 
vious roll-back by OPS, and general conditions the retail meat dealer who pays 
exorbitant prices for fat realizes nothing from the sale of same. A pound of fat 
from a choice steer costs retailers 57 cents or more. He realizes slightly over 3 
cents for this fat. This has considerably reduced what has always been an 
important source of income to the retail meat dealer. The disparity between cost 
of fat to the retailer and selling price of offal is tremendous. Further cut in 
prices of offal would make it impossible for the retailer to sell meat at ceiling 
prices. Meats in New York City at the present time are generally being sold 
well under ceiling prices. Due to the fact that consumers here demand a good 
grade of meat, which means heavy meat throwing off a large percentage of fat, 
this item is of considerable importance to the retail meat industry in this city. 
Conditions in the retail meat industry in this city are particularly bad. Con- 
templated roll-back would create intolerable situation. Thanks for your reply. 

SAMUEL MorGANROTH, 


New York, N. Y., Vovember 23, 1951. 
Hon. Burnet R. MAYBANK, 
Joint Committee on Defense Production, 
United States Senate, Washington, D. C.: 

We entirely oppose any further manipulation or roll-backs of prices of hides 
and skins by OPS. The law of supply and demand has already reduced hide and 
skin prices 40 percent below ceilings and the whole industry from raw material to 
finished product is well below ceilings. Supplies are ample and the consumer is 
quite effectively controlling prices. We favor decontrol and less OPS. 

A. HELMRATH, INC., 
A. M. HeELMRaTH. 





Wasuineton, D. 0., November 23, 1951. 
Senator Burner R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
United States Senate: 

Since the prices of hides and skins are well below ceilings and the supply seems 
ample I would like to call the Senate Banking and Currency Committee’s attention 
to the fact that with such a situation hide and skin prices can’t be inflationary and 
that there is no further need for price ceilings on these commodities. 

JoHN K. MINNOcH, 
Executive Director, National Hide Association. 





DuRHAM, N. C., November 24, 1951. 
Senator BurNet RHetT MAYBANK, 
Senate Office Building: 

Monday morning the OPS will hold a call hearing concerning another roll-back 
on hides and calfskins. If the roll-back is allowed it will cause considerable losses 
to the dealers, the butchers, and even the farmers who raised the cattle. We are 
requesting that you use your influence to prevent the OPS from making this 
unwise choice. 

Very truly yours, 
S. Swartz & Sons. 
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PTIrrsBurGH, PA., November 23, 1951. 
Senator Burnet R. MAYRANK, 
Senate Office Building, Washington, D. C. 
HONORABLE Sirk: We are unalterably opposed to any roll-back in tallow and 
grease ceiling prices. Absolutely no necessity for so doing. 
Yours truly, 
F. L. Fatcx & Co. 


Wicnuira FAs, Tex., November 26, 1951. 
Senator Burner R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Do not be a party to the bankruptcy of our industry. Please vote against 
roll-back of inedible tallow prices. 
CENTRAL Hive & RENDERING Co. 


Boston, Mass., November 26, 1951. 
Hon. BurNet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Cannot see economic reason for roll-back in present ceilings inedible tallow 
and grease on sold soap inventories. Understood large inedible tallows and 
greases plentiful. Current market tallow 7% cents with present ceiling 15 
cents. Market below OPA ceiling promulgated World War II which was 8% cents. 
All expenses, including labor supplies, repairs, taxes, materially increased since 
then. We know of no reason roll-back ceilings inedible tallow and grease be- 
cause economic conditions do not call for any such action. If OPS can justify 
proposed roli-back would appreciate knowing reason for justification. As pointed 
out present free market substantially below current ceiling regulations. 

CONSOLIDATED RENDERING Co., 
H. H. Jonson, 





New ORLEANS, LA., November 23, 1951. 
Senator BurRNetT R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Understand that Price Administrator DiSalle is scheduled to appear before 
rendering plants in this section. Strongly object to a roll-back on price of tallow 
because the market for the last 6 months has been considerably below the ceiling 
price due to lack of demand and this has caused rendering industry to operate at 
a loss. If ceiling is reduced further it will eliminate the margin which may 
permit us to obtain a better price in the future otherwise the rendering business 
will be ruined leaving no hope for us to recuperate. 

GULF Soap Corp., ET AL. 


SPOKANE, WASH., November 26, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 
Registering objection to tallow price roll-back being considered by OPS. 
Favor decontrol of tallow and grease. 
SPOKANE RENDERING Co., 
P. MATINELLI. 


E. E. Fairs Co., 
Dubuque, Towa, November 24, 1951. 
Senator Burner R. MAyYBAnk, 
Senate Office Building, Washington, D. C. 
Dear Senator MAYBANK: I am writing you in reference to tallow price-ceiling 
roll-back. I am sorry Representative Henry Talle is out of the States, as he is 
very familiar with our situation. Senator Guy Gillette is also familiar with the 
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situation out here in Iowa. Prior to the ceiling the market price on our grade 
of grease was 17 cents. Since the ceiling was put on it has never maintained 
that ceiling, and today it is worth 5% cents per pound delivered Chicago. 
There are 71 rendering plants in lowa. We are paying the farmers $5 to $7 
a head for their horses and cows, going out to farm and bringing them in and 
processing them. We will either have to have higher prices on our grease or 
stop paying the farmer for his dead stock. So far this year our company 
alone has paid $10,382.50 to the farmers for their dead stock. Figure what a 
loss it would be to the farmers in our State if the other 70 plants quit paying 
for dead stock. I am sure your committee would not want to be responsible for 
this loss to the farmer. We, as well as many others in the rendering industry, 
will be deeply indebted to you and your committee for any help you can give us 
in this very vital matter. 
Respectfully yours, 
E. E. Frrrn Co., 
E. T. Friru, President. 


Jas. F. Morse & Co., 
Boston 19, Mass., November 23, 1951. 
Hon. Burner R. MAYBANK, 
Senate Office Building, Washington, D. C. 

My Dear Senator MaysAnK: In connection with the coming congressional 
hearing on price controls, | wired you today as per copy enclosed. 

Please permit me to qualify myself for the opinions expressed in my wire. 
I have had over 30 years’ experience as a partner in this firm producing and 
merchandising tallow, grease, and tankage. During the entire period of World 
War II Government controls, I served as industry consultant to the OPA for 
tallow, grease, and tankage. I served as Chairman of the Tallow and Grease 
Advisory Committee and as Chairman of the Animal Protein Advisory Com- 
mittee. I also served as chairman of the Department of Agriculture task 
committee charged with the allocation of imported proteins. 

Prior to World War II, we were a deficient nation in oils and fats, deficient 
in the amount of approximately 2 billion pounds annually. We were also 
deficient in animal proteins, in something like 1 billion pounds annually. Since 
World War II the condition has been completely reversed. We now produce a 
surplus of these items and export substantial quantities. 

It seems to me clear that efforts at price control on items such as these under 
conditions now prevailing renders no lasting benefit to the American public, 
injures private business, and most important of all, deals a body blow to private 
enterprise. Such efforts must be restrained with vigor and defeated. 

Very truly yours, 
Jas. F. Morse & Co., 
R. E. Morse. 





{Night letter sent on November 23, 1951] 


Hon. Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

There can be no economic justification for price ceilings except for products 
in short supply. Understand stocks of unsold finished soaps currently abnormal- 
ly high. Tallow and grease are not in short supply, current price for tallow 7% 
cents against a 15 cent ceiling. Suggest DiSalle be asked to justify his bureau's 
avowed intention of continuing rolling back ceilings on these products. In the 
absence of economic justification we must assume political motives. The ar- 
rogance shown by the OPS in its meeting with the industry advisory committee 
last Tuesday resulted in the resignation of the majority of the committee mem- 
bers. Urge you restrain those who would regulate without economic justification, 
urge decontrol of products now priced in free market substantially below current 
ceilings including tallow, grease, and tankage. 

Jas. F. Morse & Co., 
R. B. Morse. 
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NOVEMBER 24, 1951. 
Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Understand hearing on tallow roll-back will soon come up before your commit- 
tee. Present prices on tallow substantially lower than ceiling prices during 
World War II. Supply and demand will control prices of fats and oils as it is 
doing now. Price roll-back on this packing house byproduct will only adversely 
affect prices that producers of source materials receive. Farmers will quit ani- 
mal production if unprofitable. Meat shortage and black marketing will be 
inevitable result. Urge hands-off policy on price roll-back tallow or hides. 

N.S. Koos & Son Co. 


WasHINGTON, D. C., November 23, 1951. 
Hon. Burnet R. MAYBANK, 
Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Press reports indicate that the OPS is contemplating a further price roll-back 
on hides and skins. These commodities are now selling 40 percent or more below 
the existing ceiling prices. Conditions in this industry are extremely serious 
as could only be expected after such a serious decline in these essential war ma- 
terials. No one familiar with conditions existing in this industry can find any 
justification for a further arbitrary OPS roll-back. The supply and demand 
factors appear to be in control again and any action by OPS can only aggravate 
an already difficult and serious situation. For OPS to attempt to roll back 
prices whenever a decline develops only results in adding confusion and serious 
distortions to the economy with relationship of one commodity to another. In 
view of the demoralizing decline which has taken place in hides and skins the 
personnel of OPS has no active work to do with these commodities and that any 
further action in rolling back ceiling prices would seem to be purely arbitrary 
and influenced largely by conditions existing within the OPS itself. Our associ- 
ation strongly protests this contemplated action by OPS and urges your committee 
to prevent, if possible, any such action an‘ to work for complete decontrol of 
hides and skins at the earliest possible date. 

NATIONAL ASSOCIATION OF IMPORTERS AND 
EXPORTERS OF HIDES AND SKINS, 
H. Wireru, Secretary. 


Lone Istanp City 1, N. Y., November 28, 1951. 
Hon. Burnet R. MAYBANK, 
Senate Office Building, Washington 25, D. C. 

DeaR SENATOR MAYBANK: We wish to confirm our telegram to you today as 
follows: 

“We are opposed to and protest roll-back by OPS of ceilings on tallow, grease, 
and all fat-bearing raw materials. It will cause an extreme hardship to retail 
and wholesale meat trade and renderers and is not justified on the theory of 
permitting increasing ceiling prices on meats.” 

We can add little to this except to say that we are very definitely opposed 
to OPS changing ceilings that will cause a violent dislocation in our industry, 
that is, rendering packing house byproducts. 

While the commodities we manufacture are not now selling as high as ceiling 
prices, the law of supply and demand will take care of that and we do not want 
to have our business disrupted on account of any theoretical change in the price 
of soaps or meats. 

Thanking you for anything you may do in the matter, we remain, 

Very truly yours, 


THE VAN IDERSTINE Co., 
A. M. Hayes, President. 
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4 
Senator MAYBANK, H 
Chairman, Senate Banking Committee, 4 
Washington, D. C.: | 
We are opposed to rolling back commodities tallow hides, pork, etc., to present : 
market levels. We believe, as you do, that price controls on such commodities i 
should be done away with as they have been selling for some time under present 
OPS ceilings. ' 
Frrep & REINEMAN PACKING Co. ; 
ATLANTA, Ga., November 24, 1951. : 
Senator MAYBANK, : 
Senate Office Building.: 
Senator, we fully disagree with this roll-back on the price of tallow and hope 
you are pulling with us to stop this roll-back. We appreciate your efforts. 
ATLANTA TALLOW Co., 
N. FoGet. 
MriaMI, FLa., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building: 
We are very much against the OPS roll-back on nonedible tallow and greases 
and anticipated hide roll-back as this will affect our business considerably. 
Would greatly appreciate your cooperation in preventing these roll-backs of 
prices. 
Frorma Processine Co., 
JoSePH COHEN. 
BALTIMORE, Mp., November 25, 1951. i 


Hon. Senator MAYBANK, 
Senate Office Building, Washingtom, D. C.: 

We solicit your help in opposing another roll-back of tallow and grease prices 
by OPS. The proposed action by OPS and higher operating cost will materially 
affect our industry. We would much rather have decontrol if possible. Any 
favorable action on your part will be deeply appreciated. 

E. H. TotzMan & Sons, Inc. 





Tampa, Fia., November 24, 1951. 
Senator MAYBANK, 
Senate Office Building: 

Respectfully protest and object to contemplated OPS roll-back of prices on 
inedible tallow, grease, and also hides. The undersigned, who operate for 
rendering plants located in Jacksonville, Tampa, and Okeechobee, Fla., con- 
siders this contemplated act discriminatory and also economically unsound in 
view of present high operating cost plus the fact that our freight rate on in- 
edible tallow and grease is approximately 1 cent per pound. It is urgently re- 
quested that the welfare of this small but vital industry be given consideration 
in the American way. 

Tampa Soap Corp., 
Fioripa Soap Corp., 
FLORIDA RENDERERS, INC., 
EVERGLADES TALLOW COoRP., 
FRED SMULLIN, President. 





San Jose, Cauir., November 24, 1951. 
Senator Burnet R. MAYBANK, 
Chairman, Senate Banking Committee, 
Senate Office Building, Washington, D. C.: 
Imperative no roll-back of tallow and grease ceilings for future production 
of essential products. Present prices approaching production and trucking costs 
of average renderer. Essential maintain present ceilings under order. Concur 
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products selling under ceilings established by OPS should be completely decon- 
trolled. Present situation of tallow and grease industry production far exceeds 
domestic consumption ; controls no longer needed. Recommend complete decon- 
trol of tallows and greases under CPR No. 6, amendment No. 2, dated March 8, 


1951. 
Crown By-Propucts Co., 
LLoypD HYGELUND. 


SEATTLE, WAsH., November 24, 1951. 
Senator MAYBANK, 
Senate Ofice Building, Washington, D. C.: 


We urge you use influence OPS decontrol tallow. 
LYLE BRANCH FLOWERS Co. 


EVERETT, WAsH., November 23, 1951. 
Senator MAYBANK, 
Senate Ofice Building, Washington, D. C.: 
Registering objection to tallow price roll-back be considered by Office of Price 
Stabilization. We are favoring decontrol of tallow and greases. 
Pucet Sounp By-Propwcts, INc., 
CLARKE SCHOENBURG, President. 


Sat LAKE Crry, Uran, November 23, 1951. 
Senator Burnet R. MAYBANK, 
Senate Ofice Building, Washington, D. C.: 

With tallow and hides now selling at approximately 25 percent below the 20- 
year prewar average and with labor and other expenses up fully 150 percent, we 
cannot understand the motive for OPS wanting to roll back the prices of these 
basic commodities. As it is, the rendering business and the hide dealer cannot 
possibly make both ends meet. We honestly believe that both these ceilings 
should be discarded immediately and urge you to please take action accordingly. 

UtTau By-Propvucts Co. 


I do hope that you will reconsider what you propose to do in con- 
nection with the matter of tallow. 

Are there any further questions? 

Vice Chairman Brown. I have no questions. 

Senator Caremarr. Do you think he ought to reconsider tallow? 

The Cuarrman. We will ask him to reconsider it. 

Mr. DiSatxe. Reconsider it? 

The Cuarrman. The action. 

Mr. DiSauxz. In what way! 

The Cuamman. Well, you stated that the committee resigned. 

Mr. DrSaue, Part of it. 

The CuHarrman. You do not have an advisory committee now. 
There ought to be somebody there in the advisory committee. 

Mr. DiSauux. I think we could produce industry people who would 
be willing to testify that the proposed ceilings are generally fair and 
equitable. 

The Cramman. We could not change the law, as you know, right 
here now. It would be useless for the joint committee to hold hear- 
ings on the law when it is the Banking Committees of both Houses 
that does that. That is the reason why I only suggested that you 
might go more fully into it, because I imagine when C ongress does 
meet these things will be taken up in the renewal of the new law. 

As I understand it, Mr. Fleischmann will be here at 2:30. Tomor- 
row morning Mr. Wilson will be here at 11 o’clock. 
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Senator Carenart. I think there is a fundamental principle in- 
volved here when prices go down on their accord, as they did in tallow, 
that they follow the ailte price down, and I do not know whether 
Mr. DiSalle intends to that, generally speaking, or not, but I would 
like to call the tallow people and get their side of this story, particu- 
larly since the advisory committee resigned. 

The Cuamman. That would be quite all right with me, to have a 
meeting here, but you would be up against the same thing. The 
joint committee cannot legislate. 

Senator Carenart. I know that. 

The Cuarmman, All you could do would be to hear the complaints 
which they have, the complaints which these telegrams state, some 
160 of them, as well as the letters that I have received, together with 
the resignation report. 

That suits me all right to ask these people to come here. 

Senator Capenart. It seems to me that that policy is one that will 

enerally discourage industry itself from reducing its prices. Maybe 
T am wrong about that. I would like to hear the story. As they 
reduced prices as the result of the law of supply and demand and 
increased production, if they are going to be followed down by a 
reduction in their ceiling prices, it seems to me that is the wrong 
psychology. I certainly will maintain an open mind on it, but I 
would like to listen to them. 

Mr. DrtSatie. We would like to have permission to file a memor- 
andum on the general subject as raised, especially if some represent- 
atives of the tallow industry are to be heard. 

(The memorandum referred to follows :) 


OFFICE OF Price STABILIZATION 
OFFICE OF DIRECTOR 
Washington 25, D. C. 


To: Joint Committee on Defense Production 
From: Michael V. DiSalle, Director, Office of Price Stabilization 
Subject: Ceiling price reductions when market prices decline, with special 
reference to tallow 
OPS POLICY 


OPS policy with respect to the reduction of ceiling prices is outlined in the 
attached operating instruction which was issued on October 18, 1951, and 
simultaneously given public release. We believe that any judgment upon the 
correctness or incorrectness of OPS policies with respect to price reductions 
should be based upon a careful study of this entire document. However, the 
passages which are marked on pages 4 and 5 are those most particularly relevant 
to the question at issue. 

Stated briefly, OPS policy is to reduce ceiling prices that are clearly excessive, 
and can be reduced under the law, whether or not they are higher than market 
prices. Special attention is given, however, to cases where ceilings are so 
clearly excessive that the market has fallen substantially below them. Reduc- 
tions in such instances will be made to or toward market levels, but in no case 
will prices be reduced to market levels that are depressed or to levels that 
would not be generally fair and equitable. The policy is clearly not a policy of 
following the market price Gownward simply because the market price has 


declined. 
REASONS FOR OPS POLICY 


The basic reason for reducing ceilings is to aid in the achievement of the 
purpose of the Defense Production Act—namely, to secure reasonable stabiliza- 
tion of price levels. Increases in many ceiling prices will be required in order 
to promote production, to remove unfairness and inequity, or to meet more specific 
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requirements of the amended act. Achievement of stabilization must require 
that, where possible, these price increases be offset by fair and reasonable price 
reductions. 

The principal situation in which ceiling reductions will be considered is where 
existing ceilings are clearly too high. The reason they are too high is that 
they were generally based upon market prices prevailing just prior to the issuance 
of the General Ceiling Price Regulation. As we all know, many prices were in- 
flated at that time by market conditions which were entirely speculative. Al- 
though some prices had advanced hardly at all since June 1950, others had 
doubled or even tripled. Some price advances were justified by increases in 
costs, but many others bore no relationship to cost changes. 

The question may fairly be asked why prices that had advanced unduly prior 
to the GCPR have not already been reduced to an appropriate level. In some 
eases, OPS rolled back prices within the first few weeks after the GCPR, and 
it is possible to ask why in all such cases prices were not rolled back to appro- 
priate levels at that time. The answer to these questions is not difficult. Some 
excessive ceilings, accepted initially merely as an interim brake against further 
increase, have not been reduced simply because there has not been time or staff 
available to devote to this problem. In many of the instances under considera- 
tion, market prices began to decline almost immediately after the first imposi- 
tion of ceiling prices. This occurred because the issuance of the price freeze 
removed the basis for much of the speculative demand. Where the market was 
itself taking care of these inflated ceilings, at least temporarily, there was 
obviously less reason for OPS to give high priority to the readjustment of 
ceilings. Further, in these instances there was some positive advantage to be 
gained by waiting to allow the market itself to establish a more reasonable level 
of prices before OPS acted. 

Even where OPS might have been able immediately to roll back some of these 
excessive ceilings, the difficulties of securing such roll-backs can hardly be 
overemphasized. In the first place, any roll-back of prices, particularly where 
it is a roll-back of selling prices as well as ceiling prices, meets tremendous 
resistance from the industry involved, which means that OPS must prepare its 
case with extreme care and complete documentation. Part of the resistance to 
roll-backs, and one of the real obstacles to their achievement, is the fact that 
sellers have inventories of high-priced goods, and would be severely penalized 
by sharp reductions. This difficulty clearly is reduced by postponing a reduction 
in the ceiling price until high-cost inventories have been largely disposed of, 
provided that the market situation allows such delay without creating new 
difficulties by a return of high prices. Furthermore, in the case of raw materials, 
it was often necessary to make sure that the results of price roll-backs could be 
passed on in the form of lower prices to the Government or to the consumers 
before there was much to be gained by requiring the reduetions. This required 
further careful study and preparation. Where OPS did, in fact, act at an 
early date to roll back some of the more speculative prices, the extent of the 
initial roll-back was limited by these very difficulties. 

Among the early roll-backs of speculative ceilings, important cases were those 
of wool, hides, and fats and oils. In the case of fats and oils, the initial roll- 
backs were very moderate, and were designed merely to remove squeezes on 
subsequent levels of production so as to avoid the necessity for price increases 
for users of these fats and oils. At the time the fats and oils roll-backs were 
made, it was specifically pointed out that the resulting ceilings were still exces- 
sive and that after further study appropriate additional action might be taken. 
In the case of fats and oils, the statement of consideration for the initial roll- 
backs pointed out that “the establishment of price ceilings on fats and oils has 
taken place in the latter part of a year extremely abnormal in respect to domestic 
supply, and to demand both domestic and foreign. The aim is to establish ceiling 
prices workable until new crop conditions can be visualized. All fats and oils 
ceilings will be subject to review at that time.” 

In the cases of wool and hides, where slight roll-backs were made at an early 
date, further roll-backs were then impossible because world prices remained at 
a speculative level and lower ceilings at that time would have shut off United 
States imports of these commodities. 

As a result of considerations of the sort described above, it remains the case 
that ceilings for certain commodities are still at highly inflated levels. It would 
be fully appropriate to reduce some of these ceilings even if market prices were 
still at ceiling levels. But particularly where the market itself has recognized 
the abnormal and inflationary levels of the ceilings by falling below them, it is 

evident that OPS is fully justified in taking action. , 








646 DEFENSE PRODUCTION ACT 


It should also be pointed out that, apart from the considerations already dis- 
cussed, a ceiling price may have been appropriate 4, 6, or 10 months ago, and may 
have become inappropriate now because of changes in production conditions. 
Such changes are not necessarily due to the efforts of producers, as is clear, 
for example,.in the case of crops depending on the weather. Where such changes 
indicate that a price reduction is fair and equitable—and market declines, at 
least prima facie, may be one such indication—there a ceiling reduction is not 
only justifiable, but necessary. 


WHY NOT DECONTROL? 


The question may naturally be raised as to why OPS does not simply decontrol 
prices of those commodities which have fallen substantially below ceiling levels. 
This question may particularly be asked in those instances where the new ceilings 
which OPS proposes to establish are still higher than present market levels. The 
answer is that there is no reasonable guaranty that market prices will remain 
at present levels. If another speculative boom should occur it would start 
in almost all of these cases from a price level which is already substantially 
higher than pre-Korea, and inflationary levels might be reached all the faster. 
OPS cannot easily and quickly recontrol where this happens. A freeze regula- 
tion can be issued with reasonable speed, but we have had enough bad experience 
with distortions resulting from the general freeze to be fearful of this method. 
It takes time to consult industry advisory committees, study all relevant facts, 
and to write regulations that are both fair and effective. 

But even if we could recontrol fast enough, decontrol now would sacrifice the 
important effect of stand-by ceilings. Usually, more and more buyers jump on 
the band wagon as a commodity keeps rising, either from speculative reasons 
or because they fear to be left uncovered. That is the way most excessive price 
increases come about. But when the whole trade knows in advance that there 
is a definitive limit to a price rise, then the number of buyers becomes less and 
less the nearer the price comes to the ceiling. Speculators lose their incentives 
and businessmen lose their fears of an indefinite rise. 

Once you decontrol a major commodity that is far below ceiling, or perhaps not 
s6 very speculative, you are under great pressure to decontrol others, closer to 
ceilings and more speculative. How can you draw a line that is fair and 
equitable and at the same time practical? When this very committee held a 
hearing on meat supply last June 13, 1951, the chairman and several other 
Senators strongly emphasized this point—that you cannot exempt a major item 
from control and retain control over the rest. As Senator Maybank put it at 
that time, “You cannot take the ceilings off one commodity and leave them on 
another. I mean, if you take it off of beef, you will have to take it off of corn 
and do the same thing all the way down the line, because the Congress is made 
up of various Congressmen and Senators, all of whom work and strive to do the 
best they can, but if certain constituents get it off of one thing, others are going 
to want it off of another. I am speaking frankly. The Congressmen and Sen- 
ators are honest, hard-working gentlemen, but when it comes to takng price 
ceilings off of one thing, you will have to take it off of another. And I am talk- 
ing, practically now.” 

Another barrier to decontrol of important commodity prices is its effect upon 
wage controls. Decontrol of prices in a major segment of the economy would 
create strong pressures for decontrol of wages of workers in that area of the 
economy. But it is clearly impossible to decontrol the wages of the workers in 
an apparel factory and retain control of those of steel or chemical workers in 
the plant across the street. 

All of the above arguments lose some weight once we reach a period of de- 
mobilization or at least a period of declining defense demands on the economy 
and declining inflationary pressures. But now we are in a period of mobilization 
and increasing defense demands. Senate Report No. 644, issued by the Joint 
Committee on the Economic Report just 3 months ago was entitled “Inflation Still 
a Danger.” All indications since then are that the inflationary danger is greater, 
not less, than it was at the time this report was issued. In these 3 months, Con- 
gress has passed a tax bill not at the $10 billion level recommended by the Joint 
Committee on the Economie Report, but one which will yield $5.4 billion on a 
full year basis with only $2.5 billion effective this fiscal year. Further, defense 
expenditures are now estimated at a slightly higher rate in the present fiscal 
year than those assumed by the committee. Crop prospects have become less 
favorable than they were 3 months ago, especially in cotton and grains. All of 


ie 


ee 


Pr we 





ee eee a Taree SELEY eae Tae, cet 


ones, 





Ee ee ee ee ee 





of 


Be eee en ae aT 


ete sites etna 1 


AS yt aT sd Dd PM 8. A Me tet, alae 


oe Riles RAs 


Ca 


nevete 


i MMB Seite 





DEFENSE PRODUCTION ACT 647 


this adds up to more inflationary danger, not less, than at the time the report 
was made. 

In fact, the price trend already seems to have turned. 

Almost all subgroups of the BLS Wholesale Price Index have risen since last 
August. Textiles, one of the few exceptions, now have also started up—rising 
from a recent low of 157.0 on October 30 to 159.3 on November 13, a rise of 144 
percent in only 2 weeks. 

The BLS Index of Sensitive Spot Market Prices also hit a low at the end of 
August and has since risen from 323.1 (August 31) to 328.2 (November 20)—al- 
most 2 percent. 

The BLS Consumer Price Index reached a record high of 187.4 on October 15 
(latest available). It was stable from May 15 (185.4) to August 15 (185.5) but 
now has gone up for 2 months again—with an increase in apparel prices (one 
of the “soft” areas) contributing most to the rise. 

Our present conclusion is that it is not, at this time, safe to decontrol any 
major segment of the economy. The dangers of inflation and of speculation 
are too severe to permit unnecessary risks. Rather, we propose to maintain 
ceilings, adjusting them upward where required and continuing to make reduc- 
tions where those reductions are fair and reasonable, quite independently of 
market conditions. Ceilings will not be lowered simply because market prices 
decline below them. And where ceilings that are above the market are lowered, 
they will not necessarily be lowered to existing market levels. Some present 
market prices are clearly depressed, and OPS has no intention of freezing de- 
pressed prices. Roll-backs of ceilings that have been discussed with industry 
advisory committees in recent weeks include the important cases of hides, 
tallow, wool and wool products, carpets, and TV sets. In nome of these in 
stances has the proposal been to reduce ceilings all the way to present market 
levels. in one major case has it been proposed that ceilings be reduced to 
present market levels—the case of soaps and detergents. 

Yhere has bee nmuch misapprehension among business firms regarding our 
policy. Business should clearly understand that where our ceilings are fair 
and reasonable we will not reduce them. If temporary surpluses, or competi- 
tive conditions, or other circumstances permit or require sales below a reas- 
onable ceiling level, OPS will not take this to mean that the ceiling needs revi- 
sion. Rather it will welcome this evidence that the productive powers of our 
economy, and the “indirect controls” of fiscal and credit policy are effectively 
taking from the shoulders of OPS part of the difficult burden of inflation control. 


TALLOW 


The committee seemed particularly interested in the case of tallow. The 
history of tallow prices is reported in the following table, which shows prices 
of inedible prime or extra tallow in tank cars at Chicago: 


Cents per 

pound 
JSane'S6, 3960............... sda site atic theta tilling tistical etatwssen 4.75 
Post-Korea peak (Jan. 12, 1951) iia acca la ea ac cmt cane, 2B FS 
Present ceiling price (CPR 6, amendment 2 . Mar. ‘8, |, ay eee ee _. 14.75 
Ce ne Ok i i ds oe eh dee ei ee calddnets 7. 87 
PROS Sane WRB it ee et | ae ome Fe 10. 50 


The proposed rednuetion in ceiling prices for tallow will permit the issuance 
of a regulation holding soap prices at their current market levels, which are 
below present ceiling levels. We believe that the proposed ceilings, both for 
tallow and soap, are entirely fair and equitable, and bear a reasonable relation- 
ship to prices of other commodities. The new ceiling for tallow would be more 
than twice the pre-Korean price and the new ceilings for soap would still exeed 
pre-Korean levels by approximately 15 percent. 

Some industry protests have pointed out that the proposed prices for tallow 
are substantially lower than the prices which prevailed in the immediate post- 
war period. This is correct; but it must be understood that at the end of 
World War II an extreme world-wide shortage of all fats and oils prevailed. 
Prices of all fats and oils were bid up to levels entirely out of proportion to 
prices of other commodities. Such prices were completely unrepresentative of 
the normal experience in this area, and entirely out of line with cost conditions. 
Despite this postwar shortage of fats and oils and the consequent extreme post- 
war inflation of their prices, the Department of Agriculture reports that the 
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10 year average price for tallow, 1941-50, i.e., including those abnormal years, 
was 10.4 cents per pound. 

It should be clearly understood that tallow is a byproduct of cattle slaughter. 
It has no “cost of production,” but rather the return which packers receive from 
sales of tallow constitutes a credit against their costs in the sale of beef. Con- 
sequently, there can be no legitimate claim that the reduced tallow prices will 
cause hardship to any business firm. Processors of tallow receive their profit 
not from the price of tallow but from the processing margin which covers their 
operations. This processing margin is not affected by the basic level of tallow 
prices. It is also relevant that, because market prices for hides and tallow 
dropped sharply in the period following the imposition of price control, ceiling 
prices for beef had to be adjusted upward by 1 cent per pound in order to main- 
tain a fair and equitable margin for the packers. (This was done by amend- 
ment 6 to CPR 24, issued September 17, 1951.) If tallow (and hides) were 
permitted to advance to their former levels (assuming market conditions permit- 
ted), it might theoretically be possible to reduce beef prices again to reflect the 
higher value of the byproducts. But this would be most difficult to accomplish 
and might be prevented by the anti-roll-back provision of the present act. Conse- 
quently, it seems more reasonable to assure that tallow (and hides) prices 
should not rise above the newly proposed ceilings and that the consumer should 
receive offsetting benefits in the form of prices for soap and shoes. 





Economic STABILIZATION AGENCY, 
OFFICE OF PRICE STABILIZATION, 
October 18, 1951. 


MEMORANDUM 


To: Commodity division directors and division counsel. 
From: Joint statement on price policy to accompany price operations, mem- 
orandum No, 13. 

We are attaching tentative operating instructions with respect to the prep- 
aration and issuance of tailored regulations. 

It is obvious to all concerned that our schedule of work in this connection 
has been impeded by the lack of clarity which has existed since the end of 
June. However, we believe it imperative that we find ways and means to get 
back on schedule and ask that priority attention from now on be given to the 
process of tailoring the present regulatory, structure everywhere possible. The 
attached instructions should provide a basis for accelerating the issuance of 
tailored regulations, though some questions are not treated. 

Therefore, these instructions should be considered as ground rules dealing 
with a number of basic situations, but with recognition that some problems 
will have to be resolved on the basis of individual discussion. Likewise, any 
change in our present enabling legislation may occasion some change in these 
instructions. 

In any event, we reiterate the urgent need for progress toward identifiable 
ceilings everywhere possible and toward the establishment of a firmer and more 
refined price structure for manufacturers and processors. If inflationary pres- 
sures rebuild as indicated during the winter and spring, it is incumbent upon 
us to cut across the delays and confusion which have arisen recently and to 
erect the kind of price structure which will withstand those pressures. Stabiliza- 
tion policy henceforth will have this goal in mind as a matter of priority im- 
portance, and operating experience should enable us to correct any deficiencies in 
these instructions in a manner calculated to accomplish this goal. 

It must be emphasized, however, that the process of tailoring regulations 
is not synonymous with increasing prices. We quote herewith from a mem- 
orandum which Mr. DiSalle has forwarded: 

“Our objective must be to keep from increasing prices and to reduce them 
wherever possible. Any increase should be the exception rather than the rule, 
and I will not sign any regulations increasing prices past GCPR levels unless 
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accompanied by the fullest kind of economic justification.” 

Mr. DiSalle’s comments speak for themselves and establish agency policy 
without any question. Accordingly, his instructions must receive equal at- 
tention with those which we are attaching. 

E. F. PHELPs, Jr., 
Assistant Director. 
HAROLD LEVENTHAL, 
Chief Counsel. 
GARDNER ACKLEY, 
Economic Adviser. 





ECONOMIC STABILIZATION AGENCY, 
OFFICE OF PRICE STABILIZATION, 
October 18, 1951. 
Prick OPERATIONS MEMORANDUM No. 13 


To: Commodity division directors. 
Subject: Tentative instructions for development of tailored regulations for 
manufacturers and processors. 


PURPOSE OF THIS MEMORANDUM 


This memorandum explains the tentative general procedures and standards to 
be used in the development of tailored regulations to replace the GCPR and the 
interim manufacturers’ regulations. 

A tailored regulation is typically prepared for a particular industry or segment 
of an industry and takes account of its particular problems and practices. This 
memorandum does not attempt to state all of the standards which may be in- 
volved in price control. It concentrates primarily on the salient task of prepar- 
ing tailored regulations, and focuses on the discussion of those standards which 
should be most useful in that task. That leaves for separate instructions various 
other basic aspects of the price-control program, including, e. g., individual price 
adjustments; or the need for raising ceilings to cover increased costs where 
necessary to render ceilings generally fair and equitable, etc. 


IMPORTANCE OF TAILORED REGULATIONS 


The program of OPS still gives highest priority to the preparation of tailored 
regulations. This program has been further delayed, and made more diilicult, 
by the new legislative provisions. But the necessity to conform our program to 
the new legislation should not be allowed to set aside the basic program of 
tailored regulations. The extent to which that program has been moditied by 
the new legislation is indicated in part below. The individual adjustment aspects 
of the new legislation will be dealt with in separate instructions. 

Presently, ceilings for the bulk of manufactured products are established either 
under GCPR (or approximate equivalent) or under one of the series of “interim” 
manufacturers’ regulations. Because of the wide range of commodities and 
sellers covered by these regulations, they do not provide satisfactory techuiques 
of control for all of the industries covered. While generally fair and equitable, 
these regulations may be unsatisfactory as continuing regulations for particular 
industries for any one or more of the following reasons: The price levels they 
establish may be either too high for effective stabilization, or perhaps in some 
cases too low to satisfy legal requirements or economic needs; prices for indi- 
vidual products or sellers or areas may be out of line with each other, creuting 
both inequities and possibilities for distortions of production or distribution ; 
provisions for new goods pricing may be inadequate ; reporting and record keeping 
may either be inadequate or unnecessarily burdensome. Frequently the buyer 
can have no clear idea of the ceiling, and even the seller may have difficulty 
knowing what it is. 

Tailored regulations for particular industries can correct most or all of these 
and related problems. 
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Obviously, priorities in a schedule of tailored regulations should depend not 
only upon the seriousness of these problems but also upon the significance of the 
commodity in the economy and upon the seriousness of existing or expected in- 
flationary pressures. The importance of these latter two criteria in the priority 
schedule should not be allowed to be obscured either by industry complaints with 
respect to minor commodities, nor by the obvious weakness of regulatory tech- 
niques where prices are not under serious pressure. 


ADVANTAGES OF TAILORED REGULATIONS 


The term “tailored regulation” has no unique significance, because degrees of 
tailoring are obviously possible. However, a tailored regulation has the follow 
ing characteristics in varying degrees: 

(1) It applies to a narrower range of products than the regulation it 
displaces ; 

(2) It provides prices or pricing methods which conform more closely to 
historical or other reasonable differentials (by grade, location, class of seller 
or buyer, etc.) and this permits a lower average level of prices or a structure 
of prices better adapted to maintaining a normal flow of goods than a 
regulation which ignores or merely freezes such differentials; 

(3) It removes prices inequities as between sellers, to the maximum pos- 
sible extent; 

(4) It recognizes and provides specifically for various trade practices, 
where maintenance of such practices is consistent with effective control ; 

(5) It provides specific prohibitions or other restrictions on the particular 
evasive practices most likely to occur in the trade or industry affected ; 

(6) It specifies reporting or record-keeping provisions better adapted to 
OPS and trade needs; 

(7) It provides more effective procedures for pricing new goods and new 
sellers ; 

(8) For the above reasons it is more enforceable by buyers and/or OPS. 


TECHNIQUES FOR TAILORED REGULATIONS 


A. Dollars-and-cents prices 

There are various techniques that can be used in tailored regulations. Dollars- 
and-cents regulations are clearly to be preferred on almost all counts, although 
the area of their application is somewhat restricted to standardized goods, where 
substantially uniform prices have historically prevailed. However, what ap- 
pears to be a wide spread of prices for the same product can often be reduced 
to uniform dollars-and-cents ceilings by use of appropriate differentials for 
grade, location, class of buyers or sellers, etc. 


B. The straight freeze 

Although the straight-freeze technique was often used in OPA tailored regula- 
tions, the opportunities for use of this technique are substantially narrower in 
the present situation. A straight freeze requires a base period which had a 
level of prices which is still appropriate and a structure of prices which is 
fair and effective. For most products, the GCPR base period is unsatisfactory 
on one or both counts. A pre-Korean base period may give an excellent struc- 
ture of prices, but the level is rarely still appropriate. There may be cases, 
however, in which the present market provides both a proper level and a good 
structure of prices. In such cases a straight freeze as of a current base period 
may properly be used, and should be seriously considered where commodities 
aze now selling well below inflated GCPR ceilings. 


C. The modified freeze 

But, even if there is no base period which gives both a proper level and structure 
of prices, a modified freeze may be used where there is an available base period 
with a good structure of prices. TThis may be a pre-Korean period plus permitted 
dollars-and-cents or percentage increase factors (where possible, separate factors 
for categories or product lines or principal materials) or it may be the GCPR 
or a current period freeze plus or minus appropriate factors. 

If the GCPR or other base period gives a generally proper freeze level but an 
imperfect structure, the device of maximum and/or minimum cut-offs on prices 
or margins may provide satisfactory tailoring, or an adjustment provision to take 
care of out-of-line prices may be used. 
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D. The formula regulation 

A formula-type regulation establishes ceilings on the basis of some markup 
(seller’s own historical or specified) over certain cost elements. This type is 
particularly appropriate where the goods produced are constantly changing and 
none of the preceding techniques is possible. Generally this markup should not 
be added to current costs, but should rather permit calculation of costs as of some 
cut-off date. Current costs may be used only if the markup is adjusted when 
costs rise. As a matter of technique, markups should never be measured over 
total cost, but rather over direct cost, or some elements of direct cost. Of course, 
the level of markups must include an appropriate allowance for all other costs 
and reasonable earnings for the industry. 


LEGISLATIVE STANDARDS FOR PRICE LEVELS IN TAILORED REGULATIONS 


The amended act provides that price ceilings in general regulations may be set 
no lower than the lowest of the following: 
(1) The prices prevailing just before the date of issuance of the regulation ; 
(2) The prices prevailing during the period January 25, 1951, to February 
24, 1951; 
(3) The prices established in a regulation issued prior to 7 a. m. July 31, 
1951 ; or 
(4) Prices equal to the highest prices between January 1, 1950, and June 
24, 1950, adjusted to reflect unit increases or decreases in all costs between 
the date of these highest prices and July 26, 1951. 


GENERAL RULES FOR PRICE LEVELS IN TAILORED REGULATIONS 


A. Where a commodity is under GCPR or similar regulation and is selling at 
ceiling, a tailored regulation should— 

(1) Preserve the prevailing GCPR level; but 

(2) If, for an important commodity, GCPR prices are clearly higher than 
pre-Korean prices plus all cost increases up to July 26, 1951, a cost study 
should be initiated which would permit present ceilings to be rolled back to 
or toward this standard. Indications that this is the case will generally 
include the following: an extremely rapid and sharp rise of prices between 
June 1950 and the GCPR; evidence of speculative attitudes in the market 
during that period; evidence that the price is determined by market demand 
rather than “administered” by sellers. Often rough calculations can be made, 
using known facts regarding changes in material prices, labor rates, changes 
in volume, etc., to indicate the probability that a roll-back is appropriate. 
Because of the difficulties of a cost study, this must be limited to commodities 
of substantial importance, whose prices are significant for the cost-of-living 
or the cost of the defense program. It should particularly be considered where 
there is danger that, without a roll-back, prices of other commodities may 
need to be increased. 

(Nore.—It is, of course, not practicable to apply this standard through 
individual seller calculation of his own changes in total costs. Rather this 
is a standard for determining the appropriate price level for a tailored 
regulation. ) 

(3) However, where cost increases since GCPR and prior to July 26, 
1951, have been significant, and there is reason to believe that some recog- 
nition of these increases is necessary, the facts should be presented to the 
Assistant Director for Price Operations for development of an appropriate 
policy. 

B. Where a commodity is under GCPR (or other regulation) but is selling 
well below ceiling, and where the ceiling level represents a very substantial 
advance above June 1950 levels, serious consideration should be given to the 
issuance of a tailored regulation rolling back ceilings to or toward present 
market levels. This should be particularly considered in the cases where present 
ceiling levels were clearly determined largely by demand and speculative 
attitudes rather than by costs. Such action will not require a cost study, inas- 
much as the act permits ceilings to be set or above levels prevailing just prior to 
their issuance. Present market levels should not, however, be used where the 
market is depressed. A market is, of course, not depressed merely because 
prices are below ceiling. Judgment as to whether it is depressed must be made 
in terms of demand conditions, volume of current transactions, inventories, 
business failures, available evidence on margins or earnings, ete. The aim 
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should be to establish the lowest level that can be firmly and fairly held in the 
face of renewed inflationary pressures. 

It is important that action be taken in such cases as promptly as possible, 
and before inflationary pressures reassert themselves. , 

C. Where a commodity is under CPR 22, 30, ete., and ceilings under these 
regulations are higher than under GCPR, the regulation should— 

(1) Reduce ceilings to or toward the level of GCPR prices, wherever 
CPR 22 and 30 have yielded inappropriate or excessively high increases. 
This course may be particularly appropriate where CPR 22 ceilings are 
higher than actual market levels. Increases above GCPR levels should be 
viewed very critically to make sure that they do not represent a freakish 
result of some feature of the manufacturers’ formula, and are truly justified 
by the spirit and intention of the manufacturers’ regulation. The choice 
of base periods in the manufacturers’ regulation or the provisions for trans- 
ferred materials may have given much higher prices than are necessary 
or justified. Likewise, there are cases in which the cost changes recognized 
by the manufacturers’ regulation may give an exaggerated measure of 
changes in all costs—perhaps because overhead costs are significant and 
there had been large expansion of volume. There are also cases in which 
materials costs have fallen since the cut-off dates of the manufacturers’ 
regulations. Earnings data, such as a comparison of earnings of the first 
half of 1950 and 1951, may provide a better measure of true cost increases 
than the particular formulas in CPR 22. 

(2) If the branch’s analysis of all the data shows that paragraph (1) 
is not appropriate for the industry, the tailored regulation may accept the 
lowest level of ceiling prices under the manufacturers’ regulation at which 
substantial volume occurs. . 

(3) There may be a few instances in which the formula of clause (1) of 
section 402 (d) (4) wonld yield prices substantially below even GCPR 
levels (because of volume expansion or reduced materials costs). If so, a 
cost study should be initiated which would permit prices to be rolled back 
to or toward that standard. 

D. This memorandum does not consider the area where a commodity is under 
CPR 22, 20, ete., but most producers have exercised their option to remain under 
GCPR pending the mandatory effective date of these regulations. Further 
instructions will be issued on this subject. 

E. “Prevailing” levels of GCPR prices are normally weighted averages of 
individual prices. Where GCPR ceilings are above the average of delivery 
prices in the period January 25, 1951, to February 24, 1951, the average of such 
delivery prices rather than ceiling prices should be used. Physical volume of 
production or sales, or dollar volume, may be used as weights. Absence of 
precise weighting factors is not serious and should not prevent use of a weighted 
rather than an unweighted average. However, this method should not be used— 

(1) Where the distribution of prices shows a wide dispersion and there 
is reason to believe that a number of the firms with higher prices thar 
average are high-cost firms whose output might be threatened by use of 
an average price, and where the commodity involved is of substantial 
importance. Under these circumstances, some form of differential pricing 
should be devised. If this is clearly impossible, some latitude may 
be permitted to select a price slightly above the weighted average, but such 
deviation from the general rule must receive specific advance clearance 
before the branch initiates formal action. 

(2) Where the distribution of individual prices is freakish, a weighted 
average should clearly not be used. For example, we may have the situa- 
tion where 90 percent of the firms have a uniform price, but 10 percent have 
prices substantially lower or substantially higher. In such instances, it 
may be that investigation would disclose that the prices which are out-of- 
line represent distinct grades, qualities, locations, or other systematic differ- 
entials which would be provided in the regulation. 

If this is not the case, the model (most frequently occurring) price should 
be used—in the above example, the price charged by the 90 percent. In 
other cases of distorted distribution, some judgment must be applied in 
establishing the prevailing price. 
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EXCEPTIONS TO GENERAL RULES 


Instances may occur in which the individual adjustments required by the 
amended act may make industry regulations in accordance with the above stand- 
ards untenable. Instructions for such cases will be issued later. At this point 
it need only be indicated that it is not present OPS policy to raise general industry 
ceilings merely to avoid or to recognize individual adjustments under the 
amended act. 

Other exceptions to the above rules may be required for supply reasons, or to 
meet the industry earnings standard. Any exception for supply reasons must be 
earefully justified, and fully cleared within the agency before any formal action 
is initiated. 

Although written instructions for the application of the ear.ings standard are 
not yet available, considerable work has been done on such instructions, and de- 
tails may be provided to any branch which is considering application of the 
earnings standard or is otherwise concerned with the problem whether the 
ceilings are generally fair and equitable. 

E. F. PHewps, Jr., Assistant Director. 

The Carman. I would not do that without your memorandum 
being filed. 

Mr. DrSatite. We would like to have permission to have other 
members of the industry testify. 

The Carman. I just question the wisdom of that when we cannot 
legislate. This committee has no legislative jurisdiction. It only has 
the jurisdiction, with which we are all familiar, to look into the matter, 
into the way the defense production is being handled to find out the 
weaknesses and find out the strengths. When we meet here in Wash- 
ington, if the law is to be extended, the Banking and Currency Com- 
mittees have to do that. The joint committees cannot do it. 

Senator Capenartr. Mr. Chairman, under the law this joint com- 
mittee is charged with the responsibility as part of the law to observe 
the administration of the law. 

The CuarmMan, That is correct, but you cannot change the law, you 
can only make recommendations to change the law. If you could, we 
would be taking away the jurisdiction of Chairman Spence and Mr. 
Brown and the Banking and Currency Committee of this House as 
well. 

Senator Capemart. We are charged with observing the administra- 
tion of the law. 

The Cuarman. That is correct. 

Senator Carenarrt. I do not think that Mr. DiSalle has ever taken 
the position, and I do not think he will now, that he cannot make a 
mistake, because we all make mistakes. I do not know whether 
he did or did not, until I hear the other side of the story, excepting 
that it seems to me that the psychological effect of reducing the 
ceiling price, as these industries, either individuals or as a group, 
reduced prices, is not a good thing. 

Mr. DiSatie. We find nobody reducing prices if there is a pos- 
sibility of getting a higher price. 

Senator Carenarr. I would not say that. I would think that Coca- 
Cola, for example, could get a nickel more for their product. 

Mr. DiSatie. They cannot under our ceilings. 

Senator Capenarr. But even before they ever heard of you, they 
always sold it for a nickel. 
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Mr. DiSauie. They are still selling it for 7 and 8 cents in some 
places. 

Senator Carenart. In some isolated cases, that is true, but, gen- 
erally speaking, it sells for 5 cents. 

I would not make that broad statement that sellers always get 
every nickel they can, because that is not true. I do not think it is 
true, generally speaking. 

Mr. DiSauie. Maybe my experience has prejudiced me in the past 
few months. 

The Cuarman. Let us recess until 2:30 o’clock. The committee 
will stand in recess until 2: 30 o’clock. 

(Whereupon, at 1:00 p. m., the committee recessed, to reconvene 
at 2:30 p.m. of the same day.) 


AFTERNOON SESSION 


The Cuarrman. I will ask that the meeting come to order. 

I would like to make a part of the hearing a telegram from Mr. 
Baruch in which he states that “inflation will destroy everyone in- 
cluding our Government. Its destructive effect not confined to tax- 
payers. ” 

(The telegram referred to follows :) 

Kinostree, S. C., November 26, 1951. 
Senator BurRNer MAYBANK: 


Newspapers carry your statement quoting me that inflation will destroy the 
taxpayers. It will destroy everyone including our Government. Its destructive 
effect not confined to taxpayers. Please correct if opportunity presents. 


Bernarp M. Baruca. 


The CHairman. As we know and appreciate, Mr. Baruch was of 
great assistance to us in writing the first control law, which unfortu- 
nately was not put into effect until 6 months after the law had been 
passed. It is needless for me to say, as we all know, that Mr. Baruch 
is one of the leading financiers and businessmen in the country whose 
interest is the welfare of the American people. 

Shortly after I arrived in Washington, the representatives of the 
news wire services called on me and asked me if I had seen Mr. 
Baruch lately and had talked to him. I told them I regretted I had 
not seen him as I left South Carolina just as he arrived, but that I 
expected to see him soon. In the meantime, I said, I had telephoned 
him, and he stated it was essential that the law be enforced fully 
because inflation is our No. 1 domestic enemy—that the soundness and 
the value of the American dollar in world trade is essential to the 
welfare of the world—and that the continued rise in prices not only 
is seriously affecting the economic welfare of our people but is also 
greatly increasing the cost of the armament program, which in the 
end would also seriously affect the taxpayers. Everyone suffers from 
inflation as Mr. Baruch said. 

Then I have a memorandum which Mr. Trigg sent me, and which 
I presume will be appropriate to place in the record even before Mr. 
Fleischmann testifies, showing the claimant agencies on steel. There 
is quite a long list as to who has the right to “claim steel for various 
programs, 
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(The documents referred to follow :) 
DEFENSE PRODUCTION ADMINISTRATION, 


Hon. Burnet R. MAYBANK, 


OFFICE OF THE ADMINISTRATOR, 
Washington, November 238, 1951. 


United States Senate, Washington, D. C. 
Dear SENATOR MAYBANK: In accordance with your request over the telephone 
yesterday, I am attaching a list of current claimant agencies. 
If there is any further information you desire, please let me know and I will 


be happy to be of service to you. 
Sincerely yours, 


Deputy 


Rapa 8S. Trice, 


idministrator for Program and Requirements. 


Last OF CURRENT CLAIMANT AGENCIES 


Secretary of Defense 
Secretary of the Army 
Atomic Energy 
Federal Civil Defense 
Federal Security Agency 
General Services 
Veterans’ Administration 
Housing and Home Finance Agency 
Secretary of Agriculture 
Secretary of Interior—DSFA, DMA, 
DEPA, Fisheries, etc. 
Petroleum Administration for Defense 
Defense Transport Administration 
Secretary of Commerce—Maritime, 
Roads, CAA 
NPA—lIndustry Divisions: 
Agricultural Machinery 
Aircraft 
Aluminum and Magnesium 
Chemicals 
Communications 
Construction Machinery 
Consumer Durable Goods 
Containers and Packaging 
Copper 
Electrical Equipment 
Electronics 
Engine and Turbine 


NPA—Industry Divisions—Continued 
General Components 
General Industrial Equipment 
Iron and Steel 
Leather and Leather Products 
Lumber and Wood Products 
Metalworking Machinery 
Mining Machinery 
Miscellaneous Metals and Minerals 
Motion Pictures 
Motor Vehicles 
Ordnance and Shipbuilding 
Printing and Publishing 
Pulp, Paper and Paperboard 
Railroad Equipment 
Rubber 
Scientific and Technical Equipment 
Service Equipment 
Textile 
Tin, Lead and Zine 
Water Resources 
Otlice of Civilian Requirements 
Facilities Bureau—NPA 
Canadian Division—NPA 
International Trade—Commerce 
Economic Cooperation Administra- 

tion 

Department of State 


The CuarrMan. Mr. Fleischmann, will you come up. 


Mr. Fleischmann, I understand you have a prepared statement ! 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, 
DEFENSE PRODUCTION ADMINISTRATION 


Mr. Fieiscumann. Mr. Chairman, instead of a prepared statement, 
I have submitted to you a letter with a document attached to it, which 
outlines in general the developments since Mr. Wilson and I had the 
privilege of appearing before the joint committee just before the 
expiration of the last congressional session. 

We outlined at that time the general level of allocations that we 
thought would be feasible for the first quarter. We had just then 
completed the program determinations by our Requirements Commit- 
tee, and we had kept a reserve of materials to distribute on appeals. 
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I think it appropriate today to outline what disposition we have 
made on those appeals. We have had the assistance of and the views 
of not only the claimant agencies, but congressional committees, and 
communications from the public. As a result, we are pretty nearly 
in the situation of having done the job of distributing materials for 
the first. quarter. 

With your permission, I would like first to read this letter which I 
have sent to you, Mr. Chairman. 

The Cuarrman. That would be quite all right; but I intend to go 
into this so-called negotiation with England on steel. 

Mr. F.ieiscumann. I thought I would cover that at the end of my 
presentation, if that was agreeable. 

The Cuatrman. This committee is very anxious to know how much 
steel is going to be sent over there and what we are going to get in 
return, and whether any should be sent at all. 

Mr. FLerscHMann, Yes. 

May I proceed with the letter, first, then I will take up the arrange- 
ment with England later on? This is the letter addressed to the 
committee. It is addressed to Senator Maybank and is as follows 
| reading | : 

I am glad to report to you at this time on the decisions that have been made 
with respect to the disposition of the reserve of controlled materials for the first 
quarter 1952, in response to urgent appeals from claimant agencies. 

As you know, first quarter 1952 program determinations were issued by the 
Defense Production Administration on October 10, 1951, following 5 weeks of 
intensive study of every claimant agency and NPA Industry Division program. 
These determinations were thoroughly reviewed by members of the Inter-Agency 
Requirements Committee and had their unanimous approval. Because everyone 
realized that there would be an inevitable need for adjustment in some pro- 
grams, reflecting schedule changes, inadvertent errors, or omissions, a reserve 
was established. Approximately half of this reserve was made available im- 
mediately to the National Production Authority to be used at its discretion 
subject to approval by the chairman of the Requirements Committee—in dea!- 
ing with particularly urgent situations in the NPA industry divisions. By 
acreement, the bglance of the reserve was retained by the Defense Production 
Administration for a period of several weeks during which time all claimant 
agencies were instructed to review their programs and to present appeals covering 
such urgent situations as they believed required amending action. 

Since October 10, a number of apnentis for supplemental allotments of controlled 
materials have been submitted to DPA. Among these was an appeal presented 
by the Munitions Board on behalf of the Department of Defense. Initially this 
appeal was in general terms, lacking specific data. Firm figures were not avail- 
able until November 8 and were subsequently modified on November 14. In view 
of the magnitude of the military request, it would clearly have been injudicious 
to have distributed the DPA reserve prior to this time. With the military appeal 
in hand, however, it became possible to place before the Requirements Committee 
a statement of all appeals against the reserve and to ask their counsel in deter- 
mining how to distribute the reserve so as to assure equitable and balanced treat- 
ment for all programs. 

The Cuarrman. When did the military appeal come in? 

Mr. FLeiscumMann. The final appeal that was made by the Munitions 
Board was made shortly after October 10. They firmed it up on 
November 8, but they then made another change on November 14, so 
that the final—— 

The CHamman. Is that the reason why they have not got enough 
steel now for the requirements of the military ? 

Mr. Fie1iscumMann. Well, they have all the steel that they need for 
the first quarter, 

The Cuamman. The newspapers say no; they do not. 
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Mr. FretscumMann. I do not care what the newspapers say, Mr. 
Chairman; the fact is that they do have enough steel. 

The Cuarrman. How about aluminum 4 

Mr. FieiscuMann. They have always had virtually all the material 
they requested after screening the programs. i 

Now, we have the duty of seeing to it that the military does not use 
more than they actually require. ; 

The Cuamrman. Yes; but we have the duty to see that the military 
gets what it needs. This is the Defense Production Act we are con- 
sidering, and one thing that the committee wants to make certain is 
that the military will get what is necessary to build the Air Force that 
we need, and the other military necessities. 

Mr. FietscuMann. Let me say, Mr. Chairman, that is what I am 
down here for. They have always gotten that treatment from the 
DPA and the NPA. 

It is not true that they have always gotten just exactly what they 
asked for because they asked for it, because we all know that there 
have been cases of excessive aluminum inventories out on the west coast 
in the aircraft factories. Now, surely that was not intended by Con- 
gress. It does not make any sense to have metal immobilized. 

The Cuatrman. But at the same time it causes people to be put out 
of work in the aluminum plants. 

Mr. Fierscumann. That is right. 

The Carman. You say that the Air Force and the military have 
received all the critical materials that they have applied for as of 
November 14? 

Mr. Fieiscumann. I will say this, Mr. Chairman: That the air- 
craft—remember, we make allocations to the Defense Department, not 
to the aircraft program. 

The CHarrmMan. I understand. That is a matter for them to allo- 
cate to the Navy or the Marines or the Coast Guard or whatever it is. 

Mr. FietscumMann. I would say that the Defense Department allo- 
cations have in every case been, in our judgment, adequate to carry 
on the approved programs as they have been submitted to us. 

The Cuatrman. How about in their judgment / 

Mr. FietscumMann. No; they would want much more in many cases. 
They would naturally prefer to have no control on materials. — 

The Cuarrman. If they had no control on materials, defense would 
get very little because the business people in the country would buy 
them. , 

Mr. FietscuMann. I do not say that they would not want controls 
on materials; of course, they would. But naturally every claimant 
agency would like to have its demands filled in full, and they would 
like to have it earlier than they need it. It is much simpler to have a 
big pile of material sitting out in your yard, and then you do not have 
to worry about it. 

But we felt it was our duty to see to it that there was no more inter- 
ference with civilian production than was required to give this military 
program, not what somebody in the Pentagon asked for, but what it 
needs. 

The fact of the matter is that none of the difficulties with the military 
program, in my judgment, are the result of material shortages of the 
three basic kinds, steel, copper, or aluminum. 

Just to give you an example, the first quarter they are getting—— 
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The CHarrman. You could not answer what it is, but the public, 
the people of the United States, want to know what it is when they pick 
up the paper and they see that there is a let-down in the production of 
planes, a let-down in the shipyards; and all I am talking about is what 
has been in the paper or in the press, and from what people have 
written to me. Who would know the answer? 

Mr. Fietscumann. I know a good many of the answers, and Mr. 
Wilson does also. 

The Cuarrman. Mr. Wilson is going to be here at 11 o’clock in the 
morning, as you know. 

Mr. Fierscumann. I can get into the subject if you wish me to. 

The Cuarrman. In your judgment, the military has got whatever 
critical materials they need for this quarter / 

Mr. FietscuMAnn. Yes, sir; they have gotten whatever critical ma- 
terials they needed prior to this quarter, too, and they will continue to 
as long as I am here. 

The Carman. I did not question that. I only questioned these 
late reports. 

Mr. FLetscumMann. You understand in certain alloys, such as nickel, 
and so forth, there is just not enough to go around. They just had to 
cut allocations there, and that is something that cannot be escaped, 
because there is not enough columbium in the world for them to do the 
job they want to do. But the basic materials, the metals they have 
gotten, in my judgment, are what they needed. 

We have screened them out. We have said, “Defer eyytaes that you 
can defer,” and we very often get agreement as to what they can de- 
fer and what they cannot. 

The situation is this: In the first quarter they are getting 65 percent 
of the entire primary aluminum supply. Now, we must screen that 
very carefully because otherwise you would interfere with the power 
program, the atomic energy program, and many others of a very high 
priority. We do not give them a blank check, and I do not think they 
would contend that we should, and I don’t think the Congress would 
want it that way. I do not think their troubles are due to material 
shortages primarily. 

May I finish this letter, Mr. Chairman, now ? 

The CuatrmMan. Yes, go ahead; I am sorry. 

Mr. FLetscuMann (reading) : 

The size of the problem we faced is suggested by the fact that appeals for 
supplemental allotments of carbon steel were more than four times the size of 
the reserve. A comparable unbalance between reserves and appeals was en- 
countered for other controlled materials. 

With the advice of the Requirements Committee, we have decided to allot 
materials in response to a number of the appeals. Obviously, it has not been 
possible to make available, in most cases, the quantities requested by the claim- 
ant agencies. We have tried to review every request in detail, and we believe that 
we have covered reasonably well the most urgent situations. I am glad to report, 
for example, that we have found it possible to give assistance to the school and 
hospital construction programs of the Federal Security Agency. This action 
will provide for starting an additional 200 elementary and secondary schools and 
approximately 50 new hospital projects in areas of the greatest need. We are 
making more steel available for public roads and we are exploring the possibility 
of extending the self-certification procedure for smaller highway and bridge 
construction projects so as to deal with more than 40 percent of all projects of 
this nature with the simplest administrative technique. We have provided 
supplemental allotments for the Departinent of Defense and for power, mining, 
coke oven, atomic energy, and other claimant programs. And we have given 
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additional assistance to a few NPA divisions whose urgent claims could not be 
fully met from the NPA reserve. 

Because several appeals have been received within the last few days, too 
late for presentation to the Requirements Committee, and because we have a few 
unresolved problems, we still retain a small amount of controlled materials 
in the DPA reserve. We have, for example, unresolved questions now under 
review with respect to the appeal of the Munitions Board for stainless steel and 
aluminum. We have an unresolved issue with respect to the allotment of steel 
for agricultural-water wells, and we are earmarking an appropriate tonnage 
of steel to be allotted when this issne is clarified. We have found it possible to 
secure a substantial increase in the supply of steel plates for the first quarter 
by bringing together high-cost ingots produced in nonintegrated facilities and 
available platé-rolling capacity. We are exploring with a number of agencies, 
including the Maritime Commission, the possibility of using this premium-price 
plate to restore at least some of the cuts that we were originally compelled to 
apply to their programs. It is my expectation that these matters will be cleared 
up within a few days, and that we will then be able to distribute the limited 
quantities remaining among programs on which action has been delayed pending 
the analysis of additional information. 

The CuarrMan. Just for the record would you mind putting in there 
what the critical materials are? 

Mr. FieisuMann. Steel, copper, and aluminum. 

The Cuarrman. Just for the record, because I know Senator Cape- 
hart and Vice Chairman Brown feel the same way about it that I do, 
we thought we passed whatever law was necessary to control materials, 
and therefore I would like to ask you, is there any weakness in the law 
that the Congress has passed ¢ 

Mr. FLe1isHMANN. No weakness of any kind, Mr. Chairman. 

The Cuatrman. In other words, Mr. Wilson and you have sufficient 
law to control these critical materials so that the defenses of this coun- 
try can be maintained and so that, in turn, we can maintain our position 
in the world? 

Mr. FieisHMann. In my judgment, I know of no major inadequacy 
of the law—lI do not know of any minor one, to tell you the truth, but 
I will say major at this point; there may be some minor improvements, 
but basically the law is all right. 

The Cuarrmman. Thank you. 

Mr. FietsumMann. Yes. 

Mr. Chairman, I attached to that letter a somewhat detailed analysis 
of a variety of these programs. I think it would not be advisable to 
take the time of the committee to read it. They have this document and 
“an study it, and I would prefer to answer questions that the committee 
might have on specific programs, either the military 

The Cuatrman. I would like to know about this deal with England 
that you made. What England is going to get and what we are going 
to get. 

Mr. FiersHmMann. Yes. 

The Cuarrman. As I understand it, the steel you are shipping to 
England has—how much steel are you going to ship? 

Mr. Fiersumann. Mr. Chairman, the arrangement with England 
comes in three parts—rather in four parts—when we include the 
aluminum. In the first place—— 

The Cuatrman. I think the committee would like to know the whole 
thing if it is not subject to any secrecy or anything. 

Mr. FieiscumMann. No, it is not subject to secrecy. I consider it 
quite a step forward with respect to our international relations. 
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The Cuatrman. I received your letter on that, but I would like to 
have it in black and white, I would like to have exactly what you mean. 
How long were you in England? 

Mr. FietscuMann. I was in England for 2 days, and in France for 
3, but I made this arrangement before I went over. 

The CHatrmMan. I understand that, with the Embassy. 

Mr. F.etscumann. Yes. 

The arrangement stems from my belief that when countries like 
England and France and the United States get together they can help 
each other out; that all of the help does not have to come from one 
direction, and that a principle of mutual help can be maintained in 
times like these. 

As you know, when the Chancelor of the Exchequer came over here 
in October of this year, he indicated that England would like to ob- 
tain some 800,000 tons of steel during the year 1952. 

As you know, we have not yet procured any substantial expansion 
of our own steel capacity, and that request at the moment is out of the 
question. 

On the other hand, we at about the same time bumped into this very 
difficult situation with aluminum, and it occurred to me, and to some 
others, that, perhaps, we could sit down together and work out some 
mutual assistance that would be beneficial to both. That is what led 
to the meetings which I will now describe. 

We worked out this kind of an arrangement for the first quarter, 
including, however, the months of November and December. 

On the steel side, first: We are giving them 25,000 tons of steel 
out of their regular allotment. 

The Cuatrman. Is that in addition to the claimant agencies of the 
ECA ? 

Mr. FieiscHMann. No, sir: that is their total out of our regular 
allotment. It compares with 30,000 tons which they were allotted 
during the fourth quarter, but of which they up to date at least, have 
only gotten 20,000 tons through an inability to place all of their 
tickets during the fourth quarter. 

The Cuatrman. Is there any other claimant agency that can claim 
steel for export / 

Mr. Fietscumann. No, sir. I am going to describe to you all the 
steel that the British get, Mr. Chairman. 

The Cuarrman. How about the other agencies? 

Mr. Fietscumann. ECA and OIT claim for export. The ECA 
claims for the ECA countries, and OIT for all the other countries. 

The Cuamman. How much are the two together? 

Mr. FietscHmMannN. The grand total of all export programs for 
the first quarter is in the neighborhood of a million tons, but that in- 
cludes Canada, and we import for our part approximately the same 
amount, so that the balance is about the same. 

The Cuarrman. Where do we import it from? 

Mr. Fietscumann. From Europe. 

The CHarrman. From Germany? 

Mr. FietscuMaNnn. From different places in Europe. 

The Cuarmman. From whom? Belgium. Germany ? 

Mr. Fie1scuMann. There is some from Belgium, some from Ger- 
many, and some from England. 
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The CHairman. Why do we import steel from England and then 
have to ship it back ? 

Mr. Fieiscumann. Well, there are different types of steel, Mr. 
Chairman. 

The Cuatmman. I understand. Why can’t they look after it at 
home in the manufacture of steel ? 

Mr. Fie1scuMann. Some of the steel that is needed in the Euro- 
pean mobilization program cannot be manufactured in Europe. We 
have the facilities that can do it. 

Now, may I proceed to finish the story of the English arrangements ? 
They obtained 25,000 tons out of our regular allotment, which was 
compared with 30,000 tons the quarter before, or 20,000 which they 
actually are getting, as distinguished from the allotment. 

Now, in addition we are permitting them to purchase 46,000 tons 
of so-called high-cost ingots. They are ingots which are produced 
in this country at high-priced facilities, and they are available in fairly 
good quantity. It is the so-called conversion steel problem that I 
want to speak about in a moment, after we conclude this discussion 
with respect to England. 

We now have additional high-priced steel that we can make avail- 
able to anyone in this country who wants to pay that extra price. 
You will recall that before the controls went on a great many people 
were buying high-cost steel because they could not get a regular supply 
of steel from the mills. 

The Cuarrman. Would that be black market? 

Mr. FietscuMann. No; it is not—it was not black market at that 
time, and it is not black market now, because there are no price ceil- 
ings which have been placed on that steel. 

This is a legitimate business of supplying high-priced high-cost 
steel because, for example, freight has to be added onto it, and it makes 
a much higher price, and we have that steel available now. 

For example, we have told the Maritime Commission, whom we 
have had to cut back in plates, that if they wished and could absorb 
some of this high-priced steel in addition to their regular allotment 
we could make that available to them. 

The Cuarmman. How about private industry? 

Mr. FietscumMann. Pardon? 

The Cuatrman. How about private industry? 

Mr. Fieiscumann. We have told private industry—— 

The Cuarmman. If you can sell that to the Maritime Commission, 
that is just the American taxpayers who are paying for that. 

Mr. Fietscumann. Yes. t me give you a specific example of 
what we did. We had to cut back plates for truck manufacturers 
very substantially out of the normal facilities, but we have made avail- 
able additional allotments to them, if they will take it, and they have 
agreed to take it. They are going to take it. 

“Now, this high-priced steel, you see, is difficult to get rid of at the 
present time for two reasons: First, because eve srybody under the con- 
trolled materials plan wants to get their allotment of the lowest priced 
steel and, secondly—— 

Senator Carenart. Will you yield for just one moment ? 

Mr. FietscuuMann. Yes, sir. 

Senator Carrnarr. Who makes this high-priced steel ? 
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Mr. FrerscumMann. Well, it is what we call a marginal producer as 
distinguished from an integrated mill. When an integrated mill 
makes it, it goes right through, and the cheapest possible steel results. 

Senator Carprnarr. I know, you are talking about ingots. Who are 
some of the companies that produce it? 

Mr, FieiscumMann. I do not know. I would have to furnish you 
with a list. I do not know. We have a list of many facilities, and 
we can place a great variety of that kind of business around. 

Senator Carenarr. Would you say that this particular type steel 
was not under price control? 

Mr. FieiscuMann. It does not have dollars and cents ceilings at the 
present time, Senator Capehart. 

Senator Carenart. In other words, does that mean it can be sold at 
any price? 

Mr. FierscuMann. They are under that general control of their own 
previous prices, which, as you know, is not a very easy control to 
enforce. 

Senator Carenart. How many tons are there available each year 
of this particular type? 

Mr. Freiscumann. Mr. Anshen tells me there are about several 
hundred thousand tons per quarter available that we could supply 
now if industry wishes to pay the extra cost on it, and we are doing it 
to people who come in and wish this steel, but there is a surplus. 

The Cuamman. What can you do with it ¢ 

Mr. FLeiscuMann. There is a surplus of that kind of steel. 

The Cuarmman. What can you do with it? 

Mr. FLeiscuMann. Here is the kind of proposal that I think makes 
sense, Senator. We handled it this way during World War II. We 
had a Metals Reserve Company, and the Metals Reserve Company 
bought a certain amount of this conversion high-priced steel and sup- 
plied it to certain defense and military programs. 

The Cuarrm an, I am familiar with that, but we do not have that 
now. 

Mr. Fierscumann. Well, we have that authority under the Defense 
Production Act, with a very limited budget, and I am going to explore 
with the Maritime Commission, for example, that being a defense pro- 
gram, the possibility of their taking some of this high-cost steel and, 
I think, the sentiment of Congress would be that we should maximize 
steel production. 

The Cuamman. Oh, yes. 

Mr. Fieiscumann. We are doing it in copper, for example. There 
is no principle involved, it seems to me, that is violated here. We are 
absorbing the high-priced copper and selling it at a loss. 

I think that is fair to do with some of the most important military 
programs. At the same time, we will make it available to important 
producers who feel that they can absorb that differential. 

Senator Carenart. What are the characteristics of this stee] that 
make it high-priced ? 

Mr. Fietscumann. Generally speaking, I would say that the freight 
rates are the principal thing. They have to be sent around to three 
or four different mills at great distances, Senator. 

Senator Carenart. What you are talking about is ingot produc- 
tion. 
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Mr. Fie1scuMann. It is both ingot production and fabricating, get- 
ting the two together, in other words, which is a very expensive 
proposition. 

Senator Carenart. In other words, the ingots are produced in 
mills that have no way of processing them. 

Mr. Fie1scumann. Maybe out on the west coast, in this British 
stuff. 

Senator Carenart. The mills which make the ingots have no way of 
processing them. 

Mr. Fietscumann. That is right. 

Senator Carenarr. So it is shipped from one mill to some place 
else to be processed. 

Mr. Fie1scumMann. That is right. 

Senator Carenarr. And the expense of doing that is what makes 
it costly. 

Mr, Fie1scumann. Plus, if you will, the double profit of two con- 
cerns, or sometimes three and four concerns. The automobile indus- 
try, for example, in the past 4 or 5 years has set up the most elaborate 
conversion steel arrangements whereby they use three or four differ- 
ent steel mills in a single transaction, and the net result is steel that 
is sometimes almost 50 percent, and sometimes more than that, higher 
than regular steel. There is no violation of statute involved in this. 
These are legitimate companies that are in this business. 

Senator Cargenarr. Isn’t that the steel that we hear so much about 
being in the black market, and which drops into the hands of brokers ¢ 

Mr. FietscumMann. Well, Senator Capehart 

Senator Carrnartr. And the manufacturers are quoted on from time 
to time ¢ 

Mr. FLeiscuMann (continuing). As nearly as I can judge, there 
are two types of steel in the black market today: The first is steel 
which has been held in small quantities all over the country, which 
had its origin before we had any allocation system. We have only 
had an allocation system, as you know, since July. 

I talked to Senator Moody ree ently about some of his subcommit- 
tee’s work, and these transactions which have been described had 
their start long before we had a controlled materials plan, and the 
fact of the matter is that the controlled materials plan will cure most 
of this black-market operation. 

The Cuarmman. Are you satisfied that you have got the law ? 

Mr. FretscuMann. Yes, sir. 

The Carman. Are you satisfied you have got the law as far as 
this committee is concerned; because with all respect to these other 
committees, the Banking and Currency Committee is charged with 
the responsibility for that law, and I certainly, as chairman of the 
committee—and I know Senator Capehart and Congressman Brown 
of the House committee both—do not want to leave any loophole in 
the law. 

Mr. FietscuMANN. Senator Maybank, from our standpoint—I can- 
not speak of the price end because I do not know frankly all of the 
provisions of that 

The Cuarrman. I do not know a thing about it except as the letters 
I get advise me with respect to black markets now 
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Mr. Fieiscumann. From our standpoint, the law is adequate, and 
I have not requested any changes, and I do not have any in mind. 
It is perfectly adequate for our purposes. 

The CHarrman. But some of this steel could get through, as Sen- 
ator Capehart said, into the “gray market,” or is that just in the 
people’s minds? 

Mr. Fieiscumann. In my judgment, the steel today is not going 
into the “gray market.” This steel had its origin before we had 
the controlled materials plan. 

The Cuamman. Have you stopped it? 

Mr. FieiscuMann. Yes, sir. All the steel today, since we have 
had the system of controls 

The Cuatrman. In other words, there is no more going around the 
way you say it went around before October, was it, when you put 
in CMP? 

Mr. FietscuMann. We put it in July 1. 

The Cuatrman. July. 

Senator Carenart. You are allocating under CMP this so-called 
high-priced steel as well as the other, is that correct ? 

Mr. Fieiscumann. In this sense, Senator: nobody is allowed to 
buy the high-priced steel, in addition to his tickets unless he applies 
for authorization. 





Now, we will grant that authorization to any important program 


that we can fit within the availability, and there is a lot of this high- 
priced steel. That is why we could make it available to the British 
without upsetting anybody over here. I say now if any important 
program wants to buy this high- priced steel, if they will come in, 
we will not only give them permission, we will help them get it. 

The Cuamman. The British are buying high-priced steel? 

Mr. FietscumMann. Yes; this 46,500 tons. 

The Cuairman. What are they going to pay for it? 

Mr. Fieiscumann. I do not have that, but it is much higher priced. 

The Cuarrman. Are they going to pay dollars for it ¢ 

Mr. FieiscumMann. Yes; paying dollars in this country for it. 

The Caarrman. ECA dollars? 

Mr. FietscuMann. They are greenbacks; I do not know where they 
are getting money, but they are paying dollars for it. 

The CuatrmMan. I do not mean to divert you, because I am really 
interested in knowing what you are going to get from England. 

Mr. FueiscumMann. I am outlining, first, what we are giving them, 
the steel, and we are making available to them some scrap that had 
its origin in Germany, which, again, is very high-priced scrap and 
which they ordinarily would get, except for the fact that some of our 
steel companies had contracted for it, and we are giving them a part 
of that, to which our steel companies have agreed. 

From the other standpoint, they are allotting to us out of their 
current contracts with Canada, 22,000,000 pounds of aluminum in the 
next 5 months, beginning now, November, December, and the first 
quarter, 10,000 approximately, 10,000 tons. 

That, of course, is an enormous assistance to us right now at this 
particular time when the military program is taking 65 percent of 
primary aluminum. 

That allotment is going to permit us to keep hundreds, perhaps 
thousands, of small businesses from the starvation ration of 10 percent 
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of their 1950 use, which we told you when we were up before, that 
was all we could see in sight, Mr. Chairman. 

The Cuarrman. What percent do they get now ? 

Mr. FietscuMaNnN. The smallest ones, after making use of substitu- 
tions and that kind of thing, will get 20 percent. 

The Cuarrman. You double the allotment to small business / 

Mr. FieiscHMann. Yes, sir. In copper it still will remain for the 
less essential users at 10 percent. 

The Cuamrman. Copper is a different problem. 

Mr. FietscHMANN. Copper is much worse, a much worse problem 
than aluminum. 

The CHARMAN. Let us get through with this British steel now. 

Mr. FieiscHMann. We are buying that aluminum from the Cana- 
dians by assignment of the British contractual rights. We have agreed 
with the British that in the last part of 1952, if they want it, they 
may have that aluminum back out of our expanded production. 

This kind of arrangement is highly beneficial to both countries in 
my judgment. I think it is an indication of the fact that deals of this 
kind need not be one-way streets, and that the United States can get 
something out of international negotiation, as well as giving some- 
thing. We have in mind opening some other subjects, not only with 
the British, but with the French. 

The Cuarrman. What would those subjects be? 

Mr. FLetscuMaNnn. Such subjects as international-—well, aluminum 
and steel again; but in addition such matters as the price problems 
that are causing us terrific difficulties in getting copper, lead, zinc. tin, 
and rubber, among other things. We want to , all of those 
problems with them. 

Senator Capenart. The 10,000 tons of aluminum, is the Govern- 
ment buying that ¢ 
Mr. FLetscHMann. May I make that clear, Senator? In all of these 
‘ansactions both sides are buying; nobody is giving. 

Senator Carenart. I know, but the Government is buying? 

Mr. FietscumMann. Yes. 

Senator Capenarr. The Government itself is buying 10,000 tons of 
aluminum ? 

Mr. FietscuMann. That is right. 

Senator Carruart. And then you are reselling it to private in- 
dustry ? 

Mr. FieiscuHMann. Yes; at the same price we paid for it. 
Senator Capenarr. And the steel is being paid for by the British 
overnment ¢ 

Mr. Fietscumann. That is correct. 

Senator Carenartr. They, in turn, are selling it to their people over 
there, using it in their plants? 

Mr. Fie1scumann. In dollars, that is correct. 

Now, that is the outline of the foreign situation, as I say. 

Senator Carenarr. Do you remember what price you are paying 
for the aluminum ? , ; 

Mr. Fietscumann. I do not. I think it is the same price they charge 
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Senator Carenart. Do you remember what price they are paying 
for the steel ? . 
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Mr. FLerscumann. Why don’t I submit the price figures, if I may, 
to the committee ? 

The Cuamman. Without objection, the price figures on both alu- 
minum and steel will be submitted for the record. 

(The figures referred to follow :) 


OFFICE OF PRICE STABILIZATION 
E—Washington 
Re CONVERSION STEEL 
(CPR 22, Amdt. 28; and CPR 30, Amdt. 15 Conversion Steel) 


Manufacturers were permitted today by the Office of Price Stabilization to 
raise their ceiling prices to reflect increased costs of using more conversion 
steel than they did before the Korean outbreak. 

Conversion steel consists of steel mill products in partially finished form which 
are converted to users’ requirements by one or more mills. It is more expensive 
than steel obtained from mills in the normal manner because of higher transporta- 
tion and processing costs, OPS explained. The shortage of steel has compelled 
many manufacturers to buy conversion steel at prices greatly in excess of the 
cost for the normal material. 

OPS granted manufacturers the additional cost adjustment in Amendment 28 
to CPR 22 and Amendment 15 to CPR 30, both effective October 2, 1951. 

Conversion steel was not widely used before the Korean outbreak, OPS said, 
and cost increases resulting from its use were not reflected in pre-Korean prices. 
Both the regulations amended today call for ceiling prices determined on a pre- 
Korean base plus most manufacturing cost increases since then. 

Now, it was pointed out, the National Production Authority is encouraging 
the use of conversion steel to obtain maximum utilization of steel capacity, 
requiring some manufacturers to employ the same percentage of conversion steel 
as in the last half of 1950. The use of conversion steel would be discouraged, 
OPS said, unless manufacturers adjust their prices to take its higher cost into 
account. 

Today’s amendments prohibit manufacturers from using as conversion steel 
cost an amount above 200 percent of the current mill prices of the same steel. 
Costs above this figure would be the result of uneconomical transactions and 
unnecessary transportation, OPS said. 


Ceiling Price Regulation 22, Amdt. 28] 
CPR 22—MANUFACTURERS’ GENERAL CEILING Price REGULATION 
CONVERSION STEEL 


Pursuant to the Defense Production Act of 1950 as amended, Executive Order 
10161 (15 F. R. 6105), and Economic Stabilization Agency General Order No, 
2 (16 F. R. 738), this amendment 28 to Ceiling Price Regulation 22 is hereby 
issued. 

STATEMENT OF CONSIDERATIONS 


This amendment, like Amendment 15 to Ceiling Price Regulation 30, permits 
manufacturers to reflect in their ceiling price increases in cost due to the use 
of more conversion steel than they used during their base period under the 
regulation. This is accomplished by the same pricing technique which is used 
in Amendment 15 to Ceiling Price Regulation 30. Accordingly, the Statement 
of Considerations involved in the issuance of Amendment 15 to Ceiling Price 
Regulation 30 is equally applicable to this amendment. 


AMENDATORY PROVISIONS 


Ceiling Price Regulation 22 is amended in the following respects: 

1. Section 44 is amended to read as follows: 

Sec. 44. Use of “conversion steel” in calculating the “materials cost adjust- 
ment”. This section permits you to reflect in your “materials cost adjustment” 
increases in cost occasioned by your use of more “conversion steel” (see defini- 
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tion in section 47) than you used in your base period. If you elect to use this 
section, you must compute this increase in cost in the manner set forth in 
paragraph (a) of this section. You must recompute this increase every three 
months as provided in paragraph (c) of this section. Also, you must file the 
report required by paragraph (b) of this section before you make the adjust- 
ment permitted by this section. As soon as you have filed this report you may 
reflect the increase determined under this section in your ceiling prices. How- 
ever, the Director of Price Stabilization may disapprove, at any time, by order, 
your materials cost adjustment to the extent that it reflects an increase in your 
cost due to your increased use of conversion steel; if he determines that this 
increase is not based on lawful costs, is caused by your sale of steel, or has not 
been calculated properly under this section. 

This disapproval will not be retroactive as to any deliveries made before the 
date of issuance of the order of disapproval. 

(a) Computation of increased costs due to use of conversion steel. You shall 
compute your increased costs due to the use of conversion steel as follows: 

(1) Determine the tonnage of all steel (whether conversion steel or not) 
which you used during the period July 1, 1949 through June 30, 1950. 

(2) Determine the tonnage of conversion steel which you used during the period 
July 1, 1949 through June 30, 1950 and for which you did not make an additional 
charge during this period. 

(3) Divide the tonnage found under subparagraph (2) by the tonnage found 
under subparagraph (1) of this paragraph. 

(4) Determine the dollar amount you paid for all “conversion steel” delivered 
to you during the period April 1 through June 30, 1950. You shall determine this 
amount by totalling the amount you paid for steel mill products which you have 
purchased for conversion to other steel mill products; the amount you paid for 
converting these steel mill products to other steel mill products; and the amount 
paid by you for transportation of these steel mill products to the place of conver- 
sion and to your plant after conversion. 

(5) Divide the dollar amount you found under subparagraph (4) of this para 
graph by the total tonnage of conversion steel delivered to you during the period 
April 1 through June 30, 1950. . 

(6) Multiply the dollar amount per ton found under subparagraph (5) of this 
paragraph by the ratio found under subparagraph (3) of this paragraph. 

(7) Determine the tonnage of all steel, other than conversion steel, which yon 
used during the period July 1, 1949 through June 30, 1950. 

(8) Determine the tonnage of all conversion steel which you used during the 
period July 1, 1949 through June 30, 1950 and for which you made an additional 
charge during that period. 

(9) Add the tonnages found under subparagraphs (7) and (8) of this para- 
graph. 

(10) Divide the tonnage found under subparagraph (9) by the tonnage found 
under subparagraph (1) of this paragraph. 

(11) Determine your delivered cost per ton of steel, other than conversion 
steel, as of the end of your base period (see section 18). 

(12) Multiply your cost per ton found under subparagraph (11) by the ratio 
found under subparagraph (10) of this paragraph. 

(13) Add your cost per ton found under subparagraphs (6) and (12) of this 
paragraph. The result is your average cost per ton of all steel (whether conver- 
sion steel or not) as of the end of your base period. 

(14) Determine the tonnage of all steel (whether conversion 
which you used during the period April 1 through June 30, 1951. 

(15) Determine the tonnage of conversion steel which you used during the 
period April 1 through June 30, 1951. 

(16) Divide the tonnage found under subparagraph (15) by the tonnage found 
under subparagraph (14) of this paragraph. 

(17) Determine the dollar amount you paid for all “conversion steel” delivered 
to you during the period April 1 through June 30, 1951. 

You shall determine this amount by totaling the amount you paid for steel 
mill products which you have purchased for conversion to other steel mill prod- 
ucts (not in excess of the applicable ceiling price); the amount you paid for 
converting these steel mill products to other steel mill products (not in excess of 
the applicable ceiling price) ; and the amount paid by you for transportation of 
these steel mill products to the place of conversion and to your plant after con- 
version. However, you may not use as your total cost of any conversion steel 
an amount in excess of 200 percent of the current mill price for the same steel. 


steel or not) 
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The term “current mill price” means the delivered price, in carload lots, which the 
steel mill producer, from whom you purchased the greatest tonnage of steel dur- 
ing the period July 1, 1949 through June 3, 1950, has in effect. If you did not 
purchase any steel mill products from any steel mill producer during this period, 
you shall use the delivered price, in carload lots, which the steel mill producer 
nearest to you has in effect. 

(18) Divide the dollar amount you find under subparagraph (17) of this para- 
graph by the total tonnage of “conversion steel” delivered to you during the period 
April 1 through June 30, 1951. 

(19) Multiply your cost per ton found under subparagraph (18) by the ratio 
found under subparagraph (16), of this paragraph. 

(20) Determine the tonnage of all steel, other than conversion steel, which, 
you used during the period April 1, through June 30, 1951. 

(21) Divide the tonnage found under subparagraph (20) by the tonnage found 
under subparagraph (14) of this paragraph. 

(22) Determine your delivered cost per ton of steel, other than conversion 
steel, as of March 15, 1951 (see section 18). 

(23) Multiply your cost per ton found under subparagraph (22) by the ratio 
found under subparagraph (21) of this paragraph. 

(24) Add your costs per ton found under subparagraphs (19) and (23) of 
this paragraph. 

(25) Subtract your average cost per ton of steel as of the end of your base 
period, found under subparagraph (13), from your average cost per ton of steel 
found under subparagraph (24) of this paragraph. The result is the dollars and 
cents change in net cost per ton of all steel which you may use in calculating your 
materials cost adjustment under the applicable provisions of this regulation. 

(b) Report. Before you reflect the adjustment permitted by paragraph (a) of 
this section in your ceiling prices you must file a report, by registered mail, with 
the Office of Price Stabilization, Washington 25, D. C. This report shall contain 
the following information (The report may be filed on a copy of Form OPS 92) 

(1) A statement describing the nature of your manufacturing operations and, 
particularly the commodities in which conversion steel is used. 

(2) A detailed statement establishing separately the amount of all steel, 
other than conversion steel, all conversion steel for which you made an additional 
charge, and all conversion steel for which you did not make an additional 
charge, which you used during the period July 1, 1949, through June 30, 1950, 
and during the period April 1 through June 30, 1951. 

(3) A statement showing the total tonnage received and total dollar amount 
you paid for each specification of steel (whether conversion steel or not) de- 
livered to you during the periods April 1 through June 30, 1950, and April 1 
through June 30, 1951. Also state the total tonnage and the total dollar amount 
you received for each specification of steel (whether conversion steel or not) 
which you sold during each of these periods. 

(4) Your increase in cost of steel calculated in accordance with the provisions 
of this section. 

(c) Recomputation. Tf you elect to use this section, you must recompute your 
increased costs, due to the use of conversion steel, on October 1, 1951, and every 
three months thereafter. You shall make this recomputation in accordance with 
the methed set forth in paragraph (a) of this section, except that you shall use 
your experience during the three months immediately preceding the date as 
of which the recomputation is required, instead of using your experience during 
the period April 1 through June 30, 1951. If this recomputation results in a 
greater increase in your ceiling prices than that previously determined by you 
under this section, you may use this greater increase. If this recomputation 
results in a lesser increase in your ceiling prices than that previously determined 
by you under this section, you must use this lesser increase. 

Within thirty days after each required recomputation you must file a report 
of the recomputation, by registered mail, with the Office of Price Stabilization, 
Washington 25, D.C. This report shall contain the information required by par- 
agraph (b) of this section, except that it shall contain the required informa- 
tion for the three months period for which you made the required recomputa- 
tion. 

(d) Adjustable pricing. Where you have not computed the increase in your 
ceiling price permitted by this section, you may sell or deliver a commodity at a 
price which may be adjusted upwards in accordance with the provisions of this 
section. If you do so the price at which the commodity is sold or delivered must 
be determined in accordance with the applicable provisions of this regulation, 
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except this section. Final settlement shall be made at a price not in excess of a 
ceiling price determined in accordance with the applicable provisions of this 
regulation, including this section. Also, your computation of the increase in 
price of the commodity permitted by this section must be made for the calendar 
quarter immediately preceding the calendar quarter in which you deliver the 
commodity. 

2. Section 47 is amended by adding a definition of “conversion steel” to read 
as follows: 

“Conversion steel’. This term means steel mill products which have not been 
obtained by the consumer in consequence of the consumer or some other 
person having furnished, directly or indirectly, to one or more steel producers 
or converters, steel mill products in a less finished form such as, but not limited 
to, ingots, blooms, billets, slabs, rods, skelp, and hot rolled sheets in coils, for 
the express purpose of procuring such steel mill products. 

(Sec. 704, 64 Stat. 816, as amended ; 50 U. S. C. App. Sup. 2154.) 

Effective date. This amendment is effective October 2, 1951. 

Nove The reporting requirements of this amendment have been approved by the Bureau 
of the Budget in accordance with the Federal Reports Act of 1942. 

MicnAer V. DISALLE, 
Director of Price Stabilization. 


oS land 


SEPTEMBER 27, 1951. 
[Ceiling Price Regulation 30, Amdt. 15] 
CPR 30—MACHINERY AND RELATED MANUFACTURED Goops 


CONVERSION STEEL 


Pursuant to the Defense Production Act of 1950 as amended, Executive Order 
10161 (15 F. R. 6105), and Economie Stabilization Agency General Order No 
2 (16 F. R. 738), this Amendment 15 to Ceiling Price Regulation 30 (16 F. R. 
4108) is hereby issued. 


STATEMENT OF CONSIDERATIONS 


This amendment permits manufacturers covered by Ceiling Price Regulation 
30 to reflect in their ceiling prices increased costs due to the use of more con- 
version steel than they used during the base period under the regulation. This is 
done by permitting manufacturers to reflect such cost increases in their mate- 
rials cost adjustment, which is added to their pre-Korean prices. 

Normally, users of steel purchase this material from a steel mill or warehouse 
in the form necessary for their manufacturing operations. However, due to 
the shortage of steel many steel users purchase steel-mill products in a less 
finished form from one supplier and have these semifinished products converted 
to the necessary form by one or more steel mills. The steel obtained in this 
manner is far more expensive than steel obtained in the normal manner. This 
is due to increased transportation costs and the fact that the steel is separately 
processed by two or more mills. Further, each of the mills, through which this 
steel passes, must realize a profit on the operation it performs. In some cases 
steel obtained in this manner costs more than 200° of the price paid for steel 
obtained in the normal manner. 

Prior to the Korean incident the use of conversion steel was not widespread. 
Accordingly, cost increases due to the expanded use of conversion steel were 
not reflected in pre-Korean prices. The National Production Authority is en- 
couraging the use of conversion steel in order that our steel capacity will be 
utilized to the fullest extent possible. In fact, NPA Order M—47 requires manu- 
facturers in some industries to use the same percentage of conversion steel as 
they used during the six months’ period ended December 31, 1950. The failure 
to permit manufacturers of products containing steel to reflect in their ceiling 
prices cost increase due to the increased use of conversion steel would have the 
opposite result, since the requirement that such manufacturers absorb increased 
costs due to the use of increased amounts of conversion steel would seriously 
impair their profit margins. Thus, such a pricing policy would tend to discourage 
the use of conversion steel. Accordingly, this amendment permits manufacturers 
to increase their ceiling prices to reflect increased costs due to the use of more 
conversion steel than they used during their base period. 
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This amendment provides that in determining this increased cost, due to 
the use of conversion steel, a manufacturer may not use as his cost of any 
conversion steel an amount in excess of 200 percent of the current mill price for 
the same steel. Where conversion steel costs more than this amount this is due 
to uneconomic transactions or the transportation of steel in an unfinished form 
over large distances. Such transportation imposes a burden on an already 
overburdened transportation system. Further, although it is necessary to rec- 
ognize increased costs due to the use of conversion steel in order to make full 
use of our steel capacity, the recognition of uneconomic transactions is not neces- 
sary for this purpose. Moreover, any such recognition would seriously disrupt 
the price structure. 

In the formulation of this amendment consideration has been given to the rec- 
ommendation of many manufacturers who use conversion steel and to the ex- 
tent practicable consultation has been had with various representatives of 
industry. 

AMENDATORY PROVISIONS 


Ceiling Price Regulation 30 is amended in the following respects: 

1. Section 42 is amended to read as follows: 

Sec. 42. Use of “conversion steel’ in calculating the “materials cost adjust- 
ment’. This section permits you to reflect in your “materials cost adjustment” 
increases in cost occasioned by your use of more “conversion steel” (see definition 
in section 45 (z)) than you used in your base period. If you elect to use this sec- 
tion, you must compute this increase in cost in the manner set forth in paragraph 
(a) of this section. You must recompute this increase every three months as 
provided in paragraph (c) of this section. Also, you must file the report required 
by paragraph (b) of this section before you make the adjustment permitted by 
this section. As soon as you have filed this report you may reflect the increase 
determined under this section in your ceiling prices. However, the Director of 
Price Stabilization may disapprove, at any time, by order, your materials cost 
adjustment to the extent that it reflects an increase in your cost due to your 
increased use of conversion steel, if he determines that this increase is not based 
on lawful costs, is caused by your sale of steel, or has not been calculated properly 
under this section. This disapproval will not be retroactive as to any deliveries 
made before the date of issuance of the order of disapproval. 

(a) Computation of increased costs due to use of conversion steel. You shall 
compute your increased costs due to the use of conversion steel as follows: 

(1) Determine the tonnage of all steel (whether conversion steel or not) which 
you used during the period July 1, 1949, through June 30, 1950. 

(2) Determine the tonnage of conversion steel which you used during the 
period July 1, 1949, through June 30, 1950, and for which you did not make an 
additional charge during this period. 

(3) Divide the tonnage found under subparagraph (2) by the tonnage found 
under subparagraph (1) of this paragraph. 

(4) Determine the dollar amount you paid for all “conversion steel” delivered 
to you during the period April 1 through June 30, 1950. You shall determine this 
amount by totalling the amount you paid for steel mill products which you have 
purchased for conversion to other steel mill products; the amount you paid for 
converting these steel mill products to other steel mill products; and the amount 
paid by you for transportation of these steel mill products to the place of con- 
version and to your plant after conversion 

(5) Divide the dollar amount you found under subparagraph (4) of this 
paragraph by the total tonnage of conversion steel delivered to you during the 
period April 1 through June 30, 1950. 

(6) Multiply the dollar amount per ton found under subparagraph (5) by 
the ratio found under subparagraph (3) of this paragraph. 

(7) Determine the tonnage of all steel, other than conversion steel, which 
you used during the period July 1, 1949, through June 30, 1950. 

(8) Determine the tonnage of all conversion steel which you used during the 
period July 1, 1949, through June 30, 1950, and for which you made an additional 
charge during that period. 

(9) Add the tonnages found under subparagraph { 
of this paragraph 

(10) Divide the tonnage found under subparagraph (9) by the tonnage found 
under subparagraph (1) of this paragraph. 

(11) Determine your delivered cost per ton of steel, other than conversion 
steel. as of the end of your base period (see section 22). 


) and subparagraph (8) 
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(12) Multiply your cost per ton found under subparagraph (11) by the ratio 
found under subparagraph (10) of this paragraph. 

(13) Add your costs per ton found under subparagraph (6) and subparagraph 
(12) of this paragraph. The result is your average cost per ton of all steel 
(whether conversion steel or not) as of the end of your base period. 

(14) Determine the tonnage of all steel (whether conversion steel or not) 
which you used during the period April 1 through June 30, 1951. 

(15) Determine the tonnage of conversion steel which you used during the 
period April 1 through June 30, 1951. 

(16) Divide the tonnage found under subparagraph (15) by the tonnage found 
under subparagraph (14) of this paragraph. 

(17) Determine the dollar amount you paid for all “conversien steel’ delivered 
to you d’uring the period April 1 through June 30, 1951. You shall determine this 
amount by totaling the amount you paid for steel mill products which you have 
purchased for conversion to other steel mill products (not in excess of the appli- 
cable ceiling price) ; the amount you paid for converting these steel mill products 
to other steel mill products (not in excess of the applicable ceiling price) ; and the 
amount paid by you for transportation of these steel mill products to the place of 
conversion and to your plant after conversion. However, you may not use as 
your total cost of any conversion steel an amount in excess of 200% of the cur- 
rent mill price for the same steel. The term “current mill price” means the de- 
livered price, in carload lots, which the steel mill producer, from whom you pur- 
chased the greatest tonnage of steel during the period July 1, 1949, through June 
30, 1950, has in effect. If you did not purchase any steel mill products from 
any steel mill produced during this period, you shall use the delivered price, in 
carload lots, which the steel mill producer nearest to you has in effect. 

(18) Divide the dollar amount you find under subparagraph (17) of this 
paragraph by the total tonnage of “conversion steel” delivered to you during the 
period April 1 through June 30, 1951, 

(19) Multiply your cost per ton found under subparagraph (18) by the ratio 
found under subparagraph (16) of this paragraph. 

(20) Determine the tonnage of all steel, other than conversion steel, which 
you-used during the period April 1 through June 30, 1951. 

(21) Divide the tonnage found under subparagraph (20) by the tonnage found 
under subparagraph (14) of this paragraph. 

(22) Determine your delivered cost per ton of steel, other than conversion steel, 
as of March 15, 1951 (see section 22). 

(23) Multiply your cost per ton found under subparagraph (22) by the ratio 
found under subparagraph (21) of this paragraph. 

(24) Add your costs per ton found under subparagraph (19) and subparagraph 
(23) of this paragraph. 

(25) Substract your average cost per ton of steel as of the end of your base 
period, found under subparagraph (13), from your average cost per ton of steel 
found under subparagraph (24) of this paragraph. The result is the dollars and 
cents change in net cost per ton of all steel which you may use in calculating 
your materials cost adjustment under the applicable provisions of this regulation. 

(b) Report. Before you reflect the adjustment permitted by paragraph (a) 
of this section in your ceiling prices you must file a report, by registered mail, 
with the Industrial Materials and Manufactured Goods Division, Office of Price 
Stabilization, Washington 25, D.C. This report shall contain the following in 
formation (This report may be filed on a copy of Form OPS 92): 

(1) A statement describing the nature of your manufacturing operations and, 
particularly the commodities in which conversion steel is used. 

(2) A detailed statement establishing separately the amount of all steel, other 
than conversion steel, all conversion steel for which you made an additional 
charge, and all conversion steel for which you did not make an additional 
charge, Which you used during the period July 1, 1949 through June 30, 1950 and 
during the period April 1 through June 30, 1951. 

(3) A statement showing the total tonnage received and total dollar amount 
you paid for each specification of steel (whether conversion steel or not) de- 
livered to you during the periods April 1 through June 30, 1950 and April 1 
through June 30,1951. Also state the total tonnage and the total dollar amount 
you received for each specification of steel (whether conversion steel or not) 
which you sold during each of these periods. 

(4) Your increase in cost of steel calculated in accordance with the provisions 
of this section. 
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(c) Recomputation. If you elect to use this section, you must recompute your 
increased costs, due to the use of conversion steel, on October 1, 1951, and every 
three months thereafter. You shall make this recomputation in accordance 
with the method set forth in paragraph (a) of this section, except that you shall 
use your experience during the three months immediately preceding the date 
as of which the recomputation is required, instead of using your experience dur- 
ing the period April 1 through June 30, 1951. If this recomputation results in a 
sreater increase in your ceiling prices than that previously determined by you 
under this section, you may use this greater increase. If this recomputation re- 
sults in a lesser increase in your ceiling prices than that previously determined 
by you under this section, vou must use this lesser increase. 

Within thirty days after each required recomputation you must file a report 
of the recomputation, by registered mail, with the Industrial Materials and 
Manufactured Goods Division, Office of Price Stabilization, Washington 25, D. C. 
This report shall contain the information required by paragraph (b) of this 
section, except that it shall contain the required information for the three months 
period for which you made the required recomputation. 

(d) Adjustable pricing. Where you have not computed the increase in your 
ceiling price permitted by this section, you may sell or deliver a commodity at 
a price which may be adjusted upwards in accordance with the provisions of 
this section. If you do so the price at which the commodity is sold or delivered 
must be determined in accordance with the applicable provisions of this regula- 
tion, except this section. Final settlement shall be made at a price not in 
excess of the ceiling price determined in accordance with the applicable pro- 
visions of this regulation, including this section. Also, your computation of 
the increase in price of the commodity permitted by this section must be made 
for the calendar quarter immediately preceding the calendar quarter in which 
you deliver the commodity. 

2. Section 45 (z) is added to read as follows: 

(z) “Conversion steel.” This term means steel mill products which have 
been obtained by the consumer in consequence of the consumer or some other 
person having furnished, directly or indirectly, to one or more steel producers 
or converters, steel mill products in a less finished form such as, but not limited 
to, ingots, blooms, billets, slabs, rods, skelp, and hot rolled sheets in coils, for 
the express purpose of procuring such steel mill products. 

(Sec. 704, 64 Stat. 816, as amended ; 50 U. 8S. C. App. Sup. 2154.) 

Effective date. This amendment is effective October 2, 1951. 

NOTE The reporting requirements of this amendment have been approved by the Bureau 
of the Budget in accordance with the Federal Reports Act of 1942 

s/ Micwae.t V. DISaie, 
Director of Price Stabilization. 


SEPTEMBER 27, 1951. 

Vice Chairman Brown. What is your production rate of steel now 
compared with a year ago? 

Mr. FieiscuMann. What is the rate of steel—— 

Vice Chairman Brown. Capacity. 

Mr. FietscuMann. Steel production ? 

Vice Chairman Brown. Yes. 

Mr. FietscuMann. The production for the year 1951 will be about 
105,000,000 ingot tons. However, by January we will be going at an 
annual rate of, | would say, near 112,000,000. 

Vice Chairman Brown. How about 6 months from now, what is the 
estimate / 

Mr. FieiscuMann. There is not a great deal of new steel, if my 
memory is correct, that comes in in the first 6 months. It does come 
in at a larger rate the latter part of the year, if I recall. 

Senator Carmuarr. What was the production a year ago? 

Mr. FietscumMann. It was in the area of 95 to 98, if I recall the 
figures correctly, Senator. 

The Cuarmman. What about aluminum ? 
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Mr. Fietscumann. Aluminum production starts to increase—we 
get some additional production—in the second quarter. It comes in 
quite strongly the last two quarters of the year, and by the first part 
of 1953 the aluminum picture will certainly ease considerably. 

Senator Carenarr. It will be up to what in comparison to what it 
was a vear ago! 

Mr. Fietscumann. Well, the total expansion of aluminum, Sen- 
ator, planned is between—around an 80-percent increase. Now, that 
will be in by—all of it should be in by the end of 1953, all of it. 

Senator Carrnarr. A year ago it was about what, 450,000—600,000 ? 

Mr. Fieiscumann. | think around 600,000, 

Senator Carenarr. It might well be up to 900,000 in 1953 ? 

Mr. FietscumMann. Yes, sir; it will be between 900,000 and a mil- 
lion. 

Vice Chairman Brown. Aren’t there a good many steel plants being 
constructed around the country ? 

Mr. Fierscumann. Yes, sir. We have a planned increase of some- 
thing like 20 percent of the ultimate capacity to make steel. I do 
not want to predict that all of it will come in. Some of them are 
having financing difficulties, and my guess is that the total will be 
between 15 and 20 percent, that amount of increase in steel. 

Vice Chairman Brown. When will that take place ? 

Mr. FLetscHmMann. 1953. 

The Cuamman. Do you expect additional steel in the second and 

third quarter? You expect allocations to farm machinery, for 
schools—— 

Mr. FiexiscuMann. Just small amounts, Senator. 

The CuarrMan (continuing). Highways? 

Mr. FietscumMann. There is some additional steel that comes in 
during the second quarter. 

The Cuarmman. How about the allocations? 

Mr. FieiscumMann. I do not want to paint any rosy picture, as I 
know you do not want it, of the allocations for 1952. 

There will be this phenomenon in 1952, however: The bulk of the 
demand for the most important items, let us say, for structural steel, 
will shift during the year 1952. Right now we are giving tremendous 
quantities for the expansion of aluminum and steel itself, the building 
of those plants. 

Now, their take of the steel will start to decrease as we get to the 
middle of the year, which will mean that we can make more of thiat 
same structural steel available for projects which are, perhaps, slightly 
less urgent, like schools and highways and some of the other industrial 
plants. In other words, there will be a shift in allocations unquestion- 
ably in the latter part of 1952. 

But at the present time, whether rightly or not, I think it is rightly, 
we are concentrating on getting this industrial expansion job and 
the military job done. 

The Cuarmman. How much is the military take? 

Mr. Fietscumann. The direct military take on aluminum is about 
40 percent; on primary aluminum 65 percent; on brass mill products 
around 40 percent; on carbon steel, it will be in the neighborhood of 
13 or 14 percent for the direct military. 

The Cuarrman. How about the take for railroad cars, the indirect 
take ? 
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Mr. Fie1scuMann. How many railroad cars? 

The Cuarrman. No; I said the indirect take. The military take is 
only worth what the indirect take is to furnish transportation and 
things of that kind. 

Mr. FietiscuMann. Let me say this: I am preparing some exact 
studies that I think will be indicative of that, but let me put it this 
way to you: Everything other than consumer production at a time 
like this is related, in my judgment, to the defense. 

We have to have, for example, to build a steel plant—we just do not 
have to have the walls, as you know, we have got to have all the 
machinery and everything else that goes into it. We have got to have 
the components, the compressors, the blowers, the fans, the valves, all 
the rest ; they are all an integral part of that effort. 

Now, looking at it from the consumer end, the consumer items used 
to take something in the neighborhood of between 15 and 20 percent 
of the steel, the balance going to industrial and all other uses. 

Now, that consumer take of steel has been cut just about in half, 
and in my judgment—— 

The Cuarrman. In other words, the consumer is only going to get 
half the steel for the first quarter that he got in the last quarter. 

Mr. Fieiscumann. They have to. They are getting in the year 
1951, based on our allotments for the first quarter, 50 percent or less 
of the steel that they obtained, on an average, in the year 1950. In 
other words, civilian production has been cut just in two. 

Vice Chairman Brown. We are letting England get more steel than 
we are receiving from England, a great deal more. 

Mr. FietscumMann. We are letting England purchase more high- 
priced ingots than they are exporting steel to us. 

Vice Chairman Brown. Now, what is England going to use that 
steel for, for their national defense ? 

Mr. FLetscHMANN. They are going to use a part of it for their 
national defense, a part of it to keep their industries going. 

The Cuatrman. How about our industries? If we cannot keep our 
industries going, how about them ? 

Mr. FietscuMann. I can make this high-priced steel available to 
our industries, too, Mr. Chairman; and to me the situation with alu- 
minum is far more critical than with steel. 

Aluminum is more of a restricting material today to business across 
the board than is steel. We have two or three very tight bottlenecks 
in steel, structural steel being one of them. 

We are not sending England structural steel. This is ingots—the 
great bulk of it is in ingots. 

The CuarrmMan. Does the British price-control law allow the British 
to pass that increased price on steel on to the ultimate consumer? As 
I understand it here the people in America can buy the steel, and then 
the OPS or whoever it might be, under you or a separate agency, can 
pay 510 but cannot pass it on, So the fellow would have to take the loss. 

Mr. Fieiscumann. Mr. Chairman, I am sure it is true in our coun- 
try that the problem of pricing, of the passing on of prices, that addi 
tional factor is one of the factors of the cost of — 

The Cuatrman. How about England ? 

Mr. FieiscumMann. I do not know the details of their price-control 


system. As you can probably see, I do not know the details of our 

















DEFENSE PRODUCTION ACT 675 


own price system, but they must be able to do it, because they are 
buying high-priced steel. 

The Cuarrman. But is it to our advantage? A woolen mill, a mill 
in England, can pay a high price for steel and pass it on. Our people 
cannot do it. They are building these factories and we cannot. 

Have you given any consideration to studying that problem ¢ 

Mr. FLe1scHMANN. I cannot say that I have specifically. 

The Cuarrman. Who should do that ? 

Mr. Fietscumann. I will have to check that and see. 

The Cuarrman. Somebody ought to study that. 

Mr. FiemcuMann. What I am trying to do, Senator, is use this 
high-priced steel. There are some places where, in my judgment, we 
can use it in this defense program, and I do not think it is wrong for 
the Government to absorb some of this high-priced steel, since, after 
all, it is the Government’s mobilization program that has created this 
problem. 

The CHarrman. I have nothing to complain about with respect 
to that. 

Senator Carenarr. What percentage is the high-priced steel to the 
total production ? 

Mr. FieIscHMANN. I would have to give a guess; I will give you 
those exact figures, but my guess—— 

Senator Carenartr. What would be your guess ¢ 

Mr. FLeIscHMANN (continuing). It would be that it would be in 
the neighborhood of 2 to 3 percent of the steel. 

Senator Carenarr. About 3 percent of the total ¢ 

Mr. FLe1scHMANN. Something in that neighborhood. 

Senator Carenarr. But the price is such that anyone buying it 
today could not use it in the manufacture of their own product be- 
cause they cannot use, in pricing their civilian goods, the additional 
price they must pay for it. 

Mr. FierscumMann. That is true in many cases, Senator. We have 
asked some industries, as I have told you, like the trucking industry, 
to absorb some of that, and they are going to, but they raised very 
specifically with us last week the problem that you mentioned, namely, 
that it is difficult to get a price adjustment which would permit them 
to do that. 

Senator Carenart. In other words, the price that has been set by 
Mr. DiSalle has been on the basis of what you call or what we might 
refer to as the low-priced steel, and when they are forced to pay the 
higher price then they cannot pass it through in their selling price 
to the consumer. 

Mr. Fieiscumann. As to that, Senator, I can only say that is the 
claim made by some of the manufacturers to us. I have not gone into 
detail with respect. to the price ceiling. (See p. 666.) 

Senator Carenart. What percentage of the steel did you say that 
national defense was taking, did you say 13 percent ? 

Mr. Fierscumann. If you restrict yourself to the items purchased 
by the military department, I would say 13 percent. 

The Crarrman. But you have got to have the railroad cars and 
all to go along. 

Mr. Fie1scumMann. Well, that picture to me is not of much signifi- 
cance because it is just as important to get our aluminum expansion, 
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otherwise we do not get the military production in 1953, so I do not 
place much significance on that. 

Senator Carenmartr. Yes. 

The Cuatrman. I would like to find out—Senator Capehart can 
speak for himself—but if you are going to expand aluminum and 
steel that is military 

Mr. FietscHMANN. That is what? 

The CHarrman. Military. 

Mr. FietscuMann. Yes. 

The Cuarrman. Just as much as if you were going to build a 
bomber with it, and I would like to find out how much the indirect 
take is. You said the direct was 13 percent; but how much of this 
indirect take will there be to build railroad cars to haul the troops; 
what is the total of the military take, not just the building of guns, 
and so forth? 

Mr. Fieiscumann. There is not any figure that I can pin down and 
say that that is military and 

The Cuatrman. I can understand. 

Mr. FLeiscHMANN (continuing). Military and indirect; but let me 
give you my own view, for what it is worth. 

I think that the industries—and I can give you a list of every in- 
dustry and what it is getting—now, we could argue for a long time 
as to when a particular industry is defense supporting. 

Let me give you an example of hot-air furnaces. Is that defense 
supporting? Well, it is defense supporting if you need it to build 
a house at a new atomic energy project, because if you cannot get that 
furnace, you canot build the house. Now, housing isa part of our 
mobilization program. 

The Cuarrman. You have cricital areas, and those are the only 
places you can get the critical materials. If it is not, then whoever 
declares it a critical area should either be put out or change what 
he has done. 

Vice Chairman Brown. At the existing plants, the steel plants, those 
that have been in existence for years, is the cost to produce steel more 
now than it was a year ago? 

Mr. FietscumMann. I would certainly assume so. 

Vice Chairman Brown. How is that? 

Mr. Fierscumann. I would certainly assume so, with wage in- 
creases and otherwise. 

Senator Carruarr. Of course, if we are going to have 107,000,000 
tons of ingot production, and the military is going to take 13 per- 
cent, that whe 93,000,000 tons, which is more ‘th: an we had, I guess, 
o years ago. 

Mr. FietscumMann. It is more than we had 5 years ago. 

Senator Carrnarr. So that would indicate, then, that we ought to 
be in pretty good shape in the United States, and ought not to have 
any shortage of steel. 

Mr. Fieiscumann. Let me say this on that subject: I believe that 
we are going to accomplish a tremendous achievement here in the 
next year or two, if we stick to this. 

I think that obviously no other country in the world could do it, 
but I think we are going to give the military what they need, in steel 
certainly, in copper and aluminum to the fullest extent that we can, 
so that we are going to be able to complete this tremendous industrial 
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expansion jammed into the space of a couple of years, never before 
attempted in history, and we are also going to be able to keep up a 
reasonable amount of civilian production, 

Now, I think that as the industrial expansion program is completed 
there will then be more steel available for the things that we are tem- 

yorarily going a little short on, and in the long run steel will come 
Back into a balance between demand and supply; but currently it is 
very short. 

Senator Capenarr. I find here in the statistics gotten out by the 
Government that in October 1951—that would be last month—durable 
goods were 277 and nondurable goods were 190; and yet back in 1943 
the monthly average of durable goods was 360 and nondurable goods 
176. 

In other words, we are producing from the period of 1935-39, which 
is a hundred—we are producing less in Ouédier 1951 than we did in 
1945. 

Mr. FietscHMann. October 1943? 

Senator Carenartr. The monthly average during the year 1943 was 
360. ° 

Mr. Fie1scuMann. I do not know what that means by durable goods. 
I have not seen those figures. 

Senator Carenarr. I think it means everything, the war effort 
and all. 

Mr. FietiscumMann. Hard goods? 

Senator CareHarr. Yes; hard goods. 

Mr. FietscHMann. It means hard goods. 

Senator Capenartr. Durable goods; and today it was 277—that is 
what it was in October. 

Mr. FLe1scomMann. I would have to look at those figures. Of course, 
that was in the middle of the war; but actually we are using up all 
the metals that are being produced and, of course, we have got more 
steel now than ever before, but we are low on copper, as you know. 

Senator Carenarr. Going back to 1943, up to the present time, the 
highest rate was 360 in 1943 and the next highest rate in any month 
in the year 1951, and they got it up to 279 percent—it is 277 in 
October. 

How much is being allocated to the production of machine tools? 

Mr. FixiscumMann. Machine tools? Four hundred and sixty-three 
thousand tons of carbon steel, and other amounts of various metals. 
We have “beefed” that up very substantially, Senator Capehart. It 
is, just to give you a comparable figure, 500 percent of what it was a 
year ago. You see, that shows as a good example why I say there 
is a great shortage of steel. There is one industry alone that is now 
using 500 percent of the steel that it was using a year ago. 

Now, of course, that is an unprecedented demand that has to come 
out of some place. I cannot invent steel nor can the Government. 

Senator Carenarr. Of course, the total tonnage is not too great. 

Mr. Fie1scumann. It is not great, but it is symptomatic of certain 
cases. 

Senator Carenarrt. I presume it is still too little. 

Mr. Fix1scuMann. So they say. I think it is pretty nearly enough. 

Senator Carenarr. It is the bottleneck, I think, in the war produc- 
tion effort. 
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Mr. FietscumMann. It is, sir. Machine tools are the bottleneck. 
Our giving them 500 percent is an indication of what I say person- 
ally—I do not say we have cured them all, but we have come pretty 
close to putting them on the right track. 

Senator Caprenarr. Of course, thousands and thousands and tens 
of thousands of old machinery and machine tools that were made for 
specific purposes during World War II ought to be melted up and 
made into steel. 

Mr. Fie1scumann. They are no good in the present mobilization 
effort, that is correct. We are trying very hard to get industry to re- 
lease them to the scrap drive. 

Senator Capenart. Well, the Government is holding most of it. 

Mr. Fietscumann. They are holding some of them, that is true; 
and if I may tell you in confidence, it is sometimes not th easiest 
thing to get them out of the Government. 

Senator Carenarr. Well, I expect you are right. 

The Cuatrman. Since I have been in town here you have made sev- 
eral announcements. On Friday you announced that you were going 
to build six new commercial buildings—I read it.in the paper—for 
$5 million in the District of Columbia ; two office buildings, one ware- 
house, and three churches. 

I am as much interested in churches as anyone. At the same time, 
however, you deny the Safeway Stores a shopping center that was 
necessary in their area. I read that in the paper. What is the reason 
for letting two commercial buildings be constructed in Washington 
when you cannot get enough steel, according to the papers, to keep up 
the military program? You say the military program is not being 
held up. 

Mr. FixeiscHMann. As you understand, I do not pass on those indi- 
vidual cases myself, but I would be glad to give you a word of 
explanation. 

The Cuarrman. Well, I read this in the paper. 

Mr. FieiscHManN. On that general subject, those cases are, gener- 
ally speaking, of two classes: Number one, our regulations prmit 
an individual to go ahead with a building when he doesn’t have to 
apply for any allocation of materials, when he has—— 

The Cuarrman. That is what you told me; you told me that in some 
instances the firms that were going ahead with buildings—I would 
like to get this on the record—not buildings, but manufacturing plants, 
had made their arrangements for these critical materials with other 
countries, as I understood you to tell me. In Alabama, I think you 
said—maybe it was not you—I withdraw that—it was somebody in 
NPA who told me—— 

Mr. FierscuMANN. With respect to that case in Alabama 

The CuarrmMan (continuing). They bought the steel in Germany. 

Mr. FierscumMann. Let me just generalize on that subject. 

The Cuatrman. I am glad they did that in Alabama, but these other 
people ought to know how to make these deals with Germany. 

Mr. FieiscuMann. Let us take these other cases you mentioned, the 
church, the commercial building. 

The Cuarrman. I only mentioned that because I read it in the 
papers. 

Mr. Fierscumann. I think it would be good to clear the air on it. 
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There are two classifications. Our regulations say that when a fellow 
has all the materials, which he got at some previous time and got it 
legally, he can go ahead and build the building. He cannot get any 
controlled materials out of us, and he does not, but that is sensible, 
in our judgment, from the standpoint of the national economy. 

The Cuarrmman. You mean these people had this material before ¢ 

Mr. FieiscuMann. Yes. 

The Cuarrman. I am not criticizing any newspaper now, because 
they enlighten us all, but from reading the paper casually, I under- 
stood that these allotments were made by you. 

Mr. FietscHMaANnN. No, this is permission to begin construction. 
Now, they may do that if they have—— 

The Cramrman. You could not stop them from building it if— 

Mr. FieiscuMann. I beg pardon? 

The Cuairman. Could you stop then from constructing it? 

Mr. FietscuMann. Yes, we could if we wanted to. 

The Cuarrman. Suppose they refuse to stop? You would have to 
take out an injunction. 

Mr. FLetiscuMann. We would have to take out an injunction; and 
beyond that, it is an economic waste. 

The Cuarrman. How long would it take for you to obtain an in- 
junction ¢ 

Mr. FieiscumMann. We could obtain an injunction; we did it during 
World War II. 

The Cuarrman. You were then in a world war. 

Mr. Fieiscumann. Yes. You have given us the authority, and we 
could do it. 

The Cuarmman. I understand that. 

Mr. FieiscuMann. We have not done it because we think it an eco- 
nomic waste. When a person has materials they have usually been 
fabricated to his specification and design. The problem of redistrib- 
uting beams and stuff like that and rods cut to an individual order, 
has up to now seemed to us not justified, and we have not done it. 

The second thing is this: We had, at the time the regulations went 
into effect last spring, a provision which we thought sound, and which 
we told the Congress about, which was called a hardship provision, 
where if somebody had gotten—had gone ahead and spent a million 
dollars on plans for a particular item, and sometimes he demolished 
a whole other structure, and he had most of the material on hand, and 
he was going to lose his whole investment because he could not get a 
little material, we considered that, and the regulations provided, a 
case of unusual financial hardship. 

The Cuatrman. I commend you on that. 

Mr. FieiscHMann. We set up an appeals board to see to it that 
they would get fair treatment. 

I get a headache every morning when I read the paper, and the 
Washington paper says that an office building or a shooting gallery 
or something is going ahead: but I reflect that that is a considered 
policy attempting in a handful of cases to ease the acute pain of this 
mobilization effort. I think it is a sound policy, but it does give me 
a headache when I read the papers. 

There are very few cases—most of them are cases where the in- 
dividual has the material anyhow. 
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I know of no case except in areas where you have new defense 
facilities where any new commercial project is going ahead at the 
present time by our allotment, because we are not es at any allot- 
ments for it. : 

The Cuarrman. As I understood you to say, you explained what you 
were going to do with England by swapping these high-priced ingots 
and this steel for this aluminum for which they had an agreement 
with Canada. 

You said there were some other countries you were going to negotiate 
with, and I would like to know the other countries with whom you 
are going to make the agreements, if it is proper to say so in public, 
and if it is not, do not. I read in the paper also that the Mutual De- 
fense Assistance Program is way behind schedule and that allotments 
have not been made; is that correct ? 

Mr. FueiscHMann. | would say—I do not want to express an opin- 
ion on this munitions assignment, because we have had so many 
opinions stated in the papers—I would say this, that obviously the 
people of the Eisenhower group are not getting items of war as fast 
as they would like to get them. 

The Cuamman. Have you got the people over there as much in- 
terested in it as the people of America who are sacrificing to send 
things over there ? 

Mr. FieiscumMann. I do not like to pose as an expert on European 
psychology. I have been there 5 days, but I will try to answer it. 
I think they are, and I saw a lot of the leaders; I think, being under 
the gun there, they are just as much interested as we are; that is my 
judgment. 

The Cuairman. I do not question that ; but I wondered if assistance 
is coming through. 

Mr. Fieiscumann. No; I think they feel it is not, and we are doing 
a lot of things to get that straightened out, but naturally it is not easy. 
I have the feeling that through international arrangements of this 
kind, where both countries benefit, we can hope to help them, and get 
some help ourselves, for a change. 

The Cuarrman. That is right. That is what our country is doing. 

Mr. Fie1scumann. I think if we can make similar arrangements 
with France and, perhaps, Italy 

The Cuairman. How about Belgium ? 

Mr. FietscumMann. Well, Belgium 

The Cuamman. Luxemburg? 

Mr. FieiscumMann. Yes; I would think so. I am a newcomer in 
this field. I thought of England and France first, because I think 
we have a community of interests that would make it beneficial to sit 
down around the table and talk about what help we could give them, 
what help they could give us, and we are doing that. 

Senator Caremart. Are we getting any aluminum from Canada 
other than this barter arrangement that you made with England ? 

Mr. FLeiscuMann. Yes; we are getting some. I cannot tell you the 
exact amount. I will submit that. 
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(The information referred to follows :) 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington 25, December 5, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: When Mr. Fleischmann testified before your com- 
mittee on November 26, 1951, he was asked to supply certain information with 
respect to our aluminum production and imports which he promised to provide 
for the record. He has asked me to get this information together and I am 
glad to present it to you at this time. 

The first question that was raised related to the dollar value of the premium- 
price steel ingots allotted to the United Kingdom in the first quarter 1952, and 
the value of the 22,000,000 pounds of Canadian aluminum to be diverted to the 
United States from the total quantity contracted for delivery by Canada to the 
United Kingdom. The NPA Iron and Steel Division, which has been assisting 
the United Kingdom in the procurement of the steel ingots, informs me that 
purchases have been made at several prices and that the average price per 
ton has been $89. The total cost of the allotted tonnage, therefore, will be 
$4,138,500, net of transportation charges. The aluminum to be delivered to the 
United States will be handled at current metal prices for pig aluminum, now 
18 cents per pound. If it is assumed that this price continues without change 
throughout the period of delivery, the total quantity involved will cost $3,960,000. 

The second question related to the quantity of aluminum we are currently 
importing from Canada and the quantity received last year. The following table 
shows United States imports of primary aluminum from Canada, in short tons, 
by calendar quarters for 1950 and 1951: 


1950 1951 
First quarter__ 40,479 | First quarter_- - 40,785 
Second quarter 43,399 | Second quarter______-_- . 92,410 
Third quarter 17,556) Third quarter_____ edited}. 
Fourth quarter . 23, 882 | October-November (est.)——- 10, 000 
RUG MeO Ge st 155, 316 Total, January-Novem- 
ber sd .. 101, 278 





The third question related to the location and output of aluminum plants 
now in operation, and the location, anticipated output, and scheduled date of 
operation for aluminum plants in the expansion program. The attachment 
presents this information. The attachment has been classified “confidential” 
because the scheduled dates of production and the estimates of increased capacity 
for the plants in the expansion program are still treated as security information. 
This classification does not apply to the location and output of plants in current 
production. 

Please let me know if I can make any more information available to you. 

Sincerely yours, : 
MELVIN ANSHEN, 
Assistant Deputy Administrator for Program and Requirements. 


Senator Carenarrt. It is not a sizable amount. 

Mr. FietscumMann. No; we had a chance to buy aluminum some time 
ago from Canada. That contract was not made. 

The Cuarrman. What about copper? 

Mr. FietscumMann. Well, with copper we made an international 
allocation agreement some 2 or 3 months ago, Senator. At the present 
time we are not getting the amount of copper that was allocated to 
us under this agreement. The reason is 
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The Cuarmman. Who is at fault ¢ 

Mr. F.eiscumann. What is that ¢ 

The CuatrMan. Who is at fault 

Mr. Fixiscumann. The reason that it is not being received is that 
our present prices which we can pay under our ceilings, and so forth, 
are not attractive enough to get the copper from South America and 
other places. 

Now, if we could make some kind of international agreement as to 
what other countries would pay, then we could expect to get the amount 
of copper that is allocated tous. If we cannot get such an agreement, 
I see no alternative but to get into the international bidding race, 
which would send copper prices way up, and would be, I think, very 
unfortunate. 

Senator Carenarr. You are going to have to have it, though, are 
you not? 

Mr. FLetscHMANN. One or the other. We have got to have copper, 
Senator. 

The Cuamman. Of course, you have got price control there again. 
They could not get together on cotton last year. American cotton sold 
for 45 cents, and foreign cotton 70 cents. -I mean we seem to get 
price control for our commodities, whether it be copper or what have 
you, and our good neighbors and our good friends, of course, stay in 
the open market, and they get all the benefits and price adjustments. 

Mr. FietscHMann. I might say all over Europe there is an impres- 
sion that the Americans are bidding up the price of these raw materials 
in international trade. Of course, just the reverse is true. 

The Cuarmman. Of course it is. 

Mr. FLeiscuHMANN. We are paying less than they are and, as a result, 
we are not getting it, and I hope to try to reach some understanding on 
those subjects. 

Vice Chairman Brown. I noticed here in the New York Times of 
yesterday that in 1950 Canada shipped more than 321,000,000 pounds 
of its aluminum tothe United States, and 276,600,000 to Great Britain ; 
more than 11,000,000 pounds were assigned to England in the fina 
3 months of the year. In 1951, however, Britain will get about twice 
as much Canadian aluminum as the United States will receive. 

Where are we going to get the rest of our aluminum ¢ 

Mr. Fieiscumann. Out of our expanded production. 

Vice Chairman Brown. How is that? 

Mr. FietscuMann. Out of our expanded production. We had an 
opportunity a year ago—more than a year ago—to contract for an 
6 4 supply of aluminum for Canada, but that was not done. 

‘ice Chairman Brown. Where is our aluminum produced in the 
United States? 

Mr. Fietscumann. Where? 

Vice Chairman Brown. Yes. 

Mr. Fie1scuMann. Well, it is produced in several different places. 

Vice Chairman Brown. Mainly? 

Mr. Fietscumann. What plants? 

Vice Chairman Brown. What parts of the country is it produced in 
mainly ? 

Mr. Fie1scumann. Well, a good part of it on the west coast. Maybe 
I can get a list of that. 

Senator Carenart. Tennessee, Alabama 
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The Cuamman. Tennessee, TVA, Alabama 

Mr. F.ietscHMann. Out on the west coast. 

The Cuamman (continuing). California; all over the country. 

Vice Chairman Brown. I noticed some complaints out on the west 
coast that they would not be able to produce as much as they thought 
they would. 

Mr. FieiscuMann. You mean on account of the power shortage? 

Vice Chairman Brown. Yes; the power shortage. 

Mr. FLeiscHMANN. Well, that power shortage did not last very long, 
and up to the present time it has not been a limiting factor, but at the 
present time there is a possibility of a dry spell which would adversely 
affect, it. 

The Cuarmman. Well, of course, the production of aluminum in this 
country is dependent upon electrical energy. 

Mr. FieiscumMann. Yes, sir; it is connected with that, as you know. 

I would like, if I may, to comment on the school construction pro- 
gram, because that has been—— 

Vice Chairman Brown. Before you get to that, are we making any 
effort to expand our aluminum production ¢ 

Mr. FieiscumMann. We are making very strenuous efforts. In fact, 
we have a planned expansion of tremendous size of 80 and 90 percent 
of our present production, on top of what we are getting. Alcoa and 
Reynolds and Kaiser are all expanding their facilities. 

The CHarrman. You said you wanted to comment on something. 

Mr. Fieiscumann. I wanted to comment very briefly on one par- 
ticular program, namely, the school program, because I think there was 
a feeling among some of the committees in Congress that we were kind 
of victimizing the school program which, certainly, was furthest from 
our thoughts, but I would like to clarify just what we are doing for 
the first quarter. 

First the Senate and then the House passed resolutions asking us to 
reconsider and review the first quarter allocations and then we did re- 
consider it, and we have supplied some additional steel. I would like 
to read over exactly what we have done and you may want to question 
me further about it. 

The increase of 15,000 tons of carbon steel, including 1.500 tons of 
structural steel to the Federal Security Agency’s education program, is 
to further elementary and secondary school construction in areas of 
the greatest need. With this quantity of material, FSA can permit 
starting construction on an additional 200 projects that are now needed. 
The total over-all allocation for elementary and secondary schools in 
the first quarter 1952 will permit (1) the continuation of all projects 
underway—approximately 1400—and (2) 500 new starts of projects 
needed in defense areas, for replacement of facilities lost due to catas- 
trophes, and to relieve overcrowding. It should be noted that if school 
authorities will make the maximum use of reinforced concrete type of 
construction, and if they will temporarily defer the construction of 
gymnasiums, auditoriums, and similar facilities, the first quarter allot- 
ment will on an annual basis support the construction of as many 
classrooms as will be built in 1951, by far the highest record in the 
history of educational construction. 

Now the fact of the matter, therefore, is that in this year of our 
greatest stringency we are making enough steel available which if 
carefully used will provide the highest level of educational construc- 
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tion in all of our history. And I say that is a miracle. That is not 
depriving schools of anything. In fact, it is a common sense national 
policy. And if we mean business on the mobilization program, as I am 
sure we all do, that seems to us about as far as we can go unless we are 
to throw out the industrial expansion. 

The Cuarmman. What about highways? 

Mr. FietscuMann. The first quarter of 1952 program determination 
cuts back the program of the Bureau of Public Roads to a level compar- 
able to that of 1949. This reduction was considered necessary in order 
to free materials, particularly structural shapes and plates for other 
urgent programs. 

We could not take care of their full appeal, but we did give them an 
additional 10,000 tons of carbon steel, including 2.500 tons of struc- 
tural. The exact method of allotting that is under discussion with the 
Bureau of Public Roads. 

But there again, Mr. Chairman, it is mathematics. You cannot do 
this industrial expansion and the military program and not cut back. 

The Cuarrman. I think this committee appreciates that. 

Mr. FieiscuMmann. I think this committee always has appreciated 
that. 

The Cnamman. We want the military to come first, but at the same 
time we want to know how the other claimant agencies are treated. 
For instance, farm machinery. There is a statement in the Wall Street 
Journal about that. This 15,000 tons of steel, for instance. Where do 
you take that from—the civilian economy, for instance, that you men- 
tioned? That comes out of the civilian economy, the additional steel ; 
is that right ? 

Mr. FietiscuMann. Yes. 

The CHamman. Is that right, the additional steel to England, the 
swap comes out of the civilian—it does not come out of the military, 
does it ¢ 

Mr. FieiscumMann. It does not come out of the military, no. 

The CuHairman. Or the surplus, where does it come from ¢ 

Mr. Fieiscumann. The high-priced ingot—— 

The Cuamman. That is only 3 percent. 

Mr. FierscuMann. It does not come out of anything because we have 
more of that ay ailable. We can make more of that available for high- 
way purposes if they want it and can absorb it, but most highway proj- 
ects, as you know, work on a fixed budget by the municipality and they 
cannot absorb that high-priced steel. Therefore, they are not taking it 
to the extent that they could take it. We can make more of that kind 
of steel available to them. 

On farm machinery, we did not allow them anything extra on their 
appeal, principally because we felt that the levels originally established 
in our program determinations were sufficient to meet the national 
goals. 

The Cuatrman. I was talking about steel for the schools. Where 
did you take that from ¢ 

Mr. Fietscumann. What we did was this, Senator: We came up 
before you-— 

The Cuarrman. Understand me, I am not criticizing. I was euri- 
ous to know. 

Mr. FieiscumMann. Let me tell you the mechanics of it. When we 
gave our preliminary report a month or 6 weeks ago before the joint 
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committees, we had made the original determinations and we had set 
aside a reserve to handle the appeals which would require closer study. 

We have now distributed those reserves, and the reserves were given 
in part to schools, in part to the military, and in part to highways et 
cetera. 

This was a planned distribution; in other words, of a reserve. 

The Cuatrman. Among Government or State agencies / 

Mr. FietiscuMann. Among both. 

The CuHatrrman. That is what I meant, but not to private firms? 

Mr. FLeiscuMANN. Some to private firms in the sense—well, for 
example, machine tools got an additional allotment. 

The Cuarrman. That is military. 

Mr. FietscumMann. That goes to individual manufacturing. And, 
on the other hand, consumer goods did not get any additional allot- 
ment. 

What we tried to do was to parcel out this inadequate supply, to 
give a balanced program. I make no claim that this is perfect. | 
know it is not. But what we tried to do, whether we have done it 
well or not, is to give a balanced program here that would keep the 
country going in a sensible, profitable basis during a very difficult 
period. 

The Cuarman. We have had some reports on which I want the 
record clear. In connection with expansion of certain industries in 
the country, some labor organizations have opposed these expansions 
because it might create unemployment in other areas. 

As I understand the National Production Act, it is to be in the 
interest of the people of the United States, not in the interest of any 
chamber of commerce or labor organization or any group. 

Mr. FieiscuMann. I certainly agree with that. 

The Carman. I understood from what you told me that the way 
that you intended to handle this allocation would be based upon the 
need and the development of the industries of America regardless 
of whether the chamber of commerce advocated it or a union organiza- 
tion advocated it: that this is an American program; that every- 
body in the United States is interested in this, whether he is a worker 
in the mill or whether he is the owner of the mill or whether it is 
the chamber of commerce or what have you. Is that the way you are 
ying to handle the allotments ¢ 
Mr. FietscuMann. I agree with what you have said. 

The Cramman. I wanted it for the record. 
Mr. Fieiscumann. I hope that our record indicates that we are 
trying to do that. 

The CHamman. You are not going to permit any group, whether 
the chamber of commerce or the A. F. of L. or the National Manu- 
facturers or the CIO, to say who gets what ¢ 

Mr. FietscHmMann. I have been the storm center of so many groups 
that the pressures cancel themselves out. 

We will try to do the best we can, and we try not to yield to any 
pressure group. 

The CuatrMan. This is a national Defense Production Act, and it 
is not an act for any group or groups. That is your understanding? 

Mr. FieiscumMann. That is my understanding of it. 

Vice Chairman Brown. I do not think there is a man in the United 
States more capable that you are for this job or who is more con- 
scientious. 
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Mr. F.ietscHMann. I wish that were true. I am sure it is not. I 
try hard. 

Vice Chairman Brown. I want to call your attention to one thing. 
Of course, in the national defense, food is a munition, the same as 
planes and tanks. 

Mr. FLeiscHMaNnn. Correct. 

Vice Chairman Brown. Let me read you this from an article from 
a fellow in Oklahoma who made this statement. 

A 20-nercent decline in the manufacture of farm machinery in 1952 from the 
1950 level was forecast here by A. King McCord. 

Would you comment on that ? 

Mr. FierscHMann. I am not sure that I can fit it to the same levels 
that Mr. McCord did, but we have for the first quarter granted ma- 
terials to about 90 percent of the 1949 level, which was one of the 
highest years in all history. 

I want to give this impression, not that we have been able to give 
everything that the Department of Agriculture advocated, because we 
have not, Congressman; it has not been there, but we have avoided, 
in my judgment, one of the major mistakes which was made in World 
War IT, which you will recall. They cut out farm machinery at the 
outset almost entirely—cut it down to a ridiculous level. We have not 
done that. We have kept it up at a high level by any historical test. 
I am not going to sit here and tell you that I can absolutely guarantee 
that we have hit it right on the nose. I suspect we have not, but we 
have got it at a good high level. There is not going to be any disaster, 
I am sure of that, as sure as I am that I am sitting here. 

Perhaps we should have given more of that and a little less to 
schools, or a little more to that and a little less to the military or 
something else. 

All I can say is that we have used our best judgment and we are not 
open to the criticism that we have just hacked the farm-machinery 
program. We have not done that. 

I will be glad to sit down with you or any other Member of Congress 
and show the statistics on which our decision in any one of these 
programs was based. 

You can understand I have not mastered all of the statistics myself, 
but I have reviewed the general conclusion, and I will be glad to make 
all of those work sheets available. 

Vice Chairman Brown. I think you are doing a good job. 

As to the scarcity of aluminum, do we have enough electrical 
energy ‘ 

Mr. Fierscumann. We are going to have enough aluminum, but 
the scarcity of aluminum is due to the fact that the military program, 
unlike in steel, has gone sky-high before our new facilities have come 
in. Just to give you an example, here is the way the military require- 
ments in aluminum go up: 

In the fourth quarter, approximately 300 million pounds; in the first 
quarter, 284 million; in the second quarter, 320 million. In other 
words, more than a 50-percent increase in two quarters. 

That is what is the matter with aluminum. Our production starts 
to come in very heavily the end of 1952, but we have this terrible 
squeeze during the year 1952. That is what is the trouble with that. 

We have got the power. It is just a matter of bringing the new 
facilities in. 
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Senator Caprrnarr. The defense, of course, has designed many 
things out of aluminum today that were made out of steel in World 
War II. In my opinion, they have gone completely wild on that. 
They are substituting. in many, many instances, aluminum where 
they once used steel. 

Mr. FierscuMann. That would not be so bad 2 years from now, but 
it puts a terrific burden, as you point out, on this year. 

Senator Capenarr. It will not be bad if you have the aluminum, 
but many, many, many items that were made in World War IT of 
steel are now designed and the engineering specifications call for 
aluminum. In fact, there are too many. 

Mr. FretscumManyn. I would like, Mr. Chairman, to comment on 
one point of the military program. 

The CuarMan. Go right ahead. I will be glad to have any com- 
ments on that. 

Mr. FieiscuMann. You will have Mr. Wilson tomorrow, as I under- 
stand it, and he is certainly more of an authority than I am. 

I want to comment on one suggestion that has been made in the 
papers and elsewhere that our whole program or our whole problem 
in the military production would be solved if we cut out civilian 
production. 

The Cuairman. We are glad to have Senator Aiken with us. 

Mr. FieiscuMann. That, if we would just cut out the production 
of automobiles or radios or what not, miraculously we would start 
producing airplanes in great volume. 

The CHamman. That is the substance of what I have not only read 
in the papers but have heard on the radio. : 

Mr. FieiscuMann. That is, in my judgment, wholly incorrect. 

The bottlenecks in military production are these: One, design prob- 
lems. These machines of war are literally—and I am picking the 
figure advisedly—five times as complicated as what we turned out in 
World War II. That is No. 1. 

No. 2, the machine-tool bottlenecks. 

The original schedules called for more machine tools than there 
were in the country. We are remedying that as fast as we can. 

No. 3, alloying elements of nickel, Columbian, and the rest. - 

You could shut down all of the civilian industry tomorrow 100 
percent—automobiles, radios, all of the rest—and you would not sub- 
stantially increase the production of planes and other military items 
in the year 1952. 

The CuarrmMan. The bottleneck is machine tools? 

Mr. Fietscumann. Alloying elements and design problems. 

Senator Carenarr. Why do you not add, and aaaaily put as No. 1, 
the lack of tool makers ’ 


Mr. Fieiscumann. The lack of tool makers? 
Senator Capenarr. Yes: tool makers to make your special tools. 
Mr. Fietscumann. And lack of facilities to turn them out. 


Senator Carenarr. And the men with the experience to do it. 

Mr. FietscuMann. There is some difficulty there. 

Senator Capenarr. There is a lot of it. 

Mr. FietscuMann. Yes: the basic one is lack of tools, and we are 
making that up as fast as we can. In my judgment, the original 
semimobilization plan was and is a sound one, be ‘“ause we do not know 
how long this period will last. 
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The CHairman. While you are on that subject of semimobilization 
period, suppese the truee was signed in Korea, would it have amy 
effect upon our program at all? 

Mr. FietscHmMann. In my judgment, it should not be allowed to 
have any effect on the military production program, but it would 
have this immediate good result : that the drain or attrition on mili- 
tary supplies, of course, would be ended there. 

Take ammunition, for stance. It has an immediate effect. You 
have more ammunition, It would help our international situation, 
of course, very greatly. 

The Cuarrman. And help, perhaps, the NATO countries? 

Mr. FieiscumMann. Yes; it would. 

I want to be very clear—and I would appreciate your asking Mr. 
Wilson—it is my judgment that cutting off civilian production 
would just create millions of unemployed. There is no military pro- 
curement program to take that up, and in my judgment it would not 
materially hasten the military program. 

The CHamman. In your judgment, any peace agreement would 
not materrally affect the over-all allocations of strategic materials in 
America for the next 2 years? 

Mr. FieiscuMann. I believe that it should not be allowed to. We 
have this program. I think it is a good one. I do not think we should 
let anyone deter us from it. 

It would help in munitions assignment quite rapidly. 

The Cuaimman. Senator Aiken, go ahead. 

Senator Arken. I just wonder, Mr. Fleischmann, whether in your 
opinion there would be greater danger in widespread unemployment 
than from attack from a foreign country / 

Mr. FrietscumMann. No, sir. If } believed that by shuttmg down 
civilian production we could materially increase military production 
very rapidly of the hard-to-get items, the planes, the tanks, and things 
like that—if I made the policy—I would do it. 

Senator Aiken. The reason I asked that was because of complaints 
from manufacturers who have contracts with the Signal Corps and 
other strategic branches of the armed services that, while they have 
been allocated materials, they cannot get them anyway, and they are 
wondering if the increase in materials allocated to the automobile in- 
dustry, for instance, meant that that was one place that their materials 
were going. And, if that is so, I wondered, furthermore, if you are 
more worried about unemployment in the automobile and other indus- 
tries than you were about attack from a foreign country at this time. 

Mr. FieiscumMann. Well, I certainly am not. The reason Ll am down 
here is because I am worried about attack from a foreign country. 
When I stop worrying about that—let me answer that directly — 

Senator Aiken. Would widespread unemployment have a rather 
devastating effect upon this country ¢ 

Mr. Fierscumann. I think it would. I think we should avoid it if 
we can, but only if we can do it without impairing the military pro- 
gram, which I believe is possible. 

There is something that you said that I want to take head-on, Sen- 
ator. You referred to an increase in the allocations for automobiles. 

Just the opposite is true. It has gone down steadily quarter after 
quarter, and we are now at the very lowest point. 

Senator Arken. I was referring to something which perhaps had 
not appeared in any official release: that the allocation of materials 
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to the automobile industry for this quarter was somewhat above what 
had been contemplated for the automobile industry sometime pre- 
viously. 

Mr. Fietscumann. I do not know by whom it was contemplated. 
It actually has gone down, as you know, each quarter very steadily. 
It will probably go down some more in the sineeil quarter again. 

Senator Arken. How will the number of cars manufactured this 
year compare with the number of last year? How much will they total 
now ¢ 

Mr. FLetscHMANnN. The easiest to compare is 1950. They are manu- 
facturing about 50 percent of the cars they manufactured then. 

Senator Arken. Still, a customer does not have to wait if he wants 
an automobile. He can go practically to any salesman and drive it 
home. 

Mr. Fieiscumann. I can tell him where to get it if he has any 
difficulty ; yes, sir. | 

I might say this: In addition to the unemployment problem, the 
Brookings Institution has recently made a study of a mobilization 
policy in that area for the Defense Transport Administration. Ac- 
cepting the fact that America travels on wheels, what makes sense 
from the standpoint of how many automobiles you should manufac- 
ture? Assuming this is a long emergency, their theory was 4,000,000 
cars a year was the level we should try to maintain. We are already 
down below that. 

So, from the standpoint of an outside look at the picture, too, we are 
lower than that at the present time. 

I do not fully accept that. We are lower than that. But this is not 
just being done for unemployment purposes. 

As to your Signal Corps calmaciigetiiact not being able to get his 
material, that is not due to interference by the automobile industry. 
It is a reflection of the fact that a new and very difficult control plan, 
the Controlled Materials Plan, has recently been put into effect, July 
1, designedt to cure that situation, and it does not yet work 100 percent. 

The CHarrmMan. Some of these manufacturers might be able to get 
the allotments, whereas these others will not get them. Is there any 
chance to improve that ‘ 

Mr. FieiscumMann. Yes. There is not any question about it, Sena 
tor. It isimproving all of the time. 

The Cuarrman. The automobile manufacturer has been dealing a 
long time with these people. He gets his order. They recognize it 
right away. Somebody else puts in an order and they do not recog- 
nize it. It is easy staying with your old customers. 

Senator Arken. Naturally. 

Mr. FietscHuMAnN. We have a unit whose job it is—and I think they 
are starting to do it fairly well—to do that, and we call it “Finding 
a home for the allotments that cannot be plaeed” along the lines that 
you have mentioned. 

If you will give me, or have your correspondent send to you, and 
you send to me, these cases, I will try to correct them. 

Senator A1ken. I think the explanation that this particular manu- 
facturer that I have in mind received was that you allocated copper, 
which did not exist in the third quarter, and the allocations were far 
in excess of the actual amount of copper available. 

Mr. FLetscHMann. Let me address myself to that question. 
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In the third quarter we had to start sometime. We started at an 
early date in the third quarter, which was earlier than many people 
thought was possible to start. We did not have data available any- 
place in the world to permit us to make an accurate allotment for the 
third quarter. 

We have much better data available for the fourth quarter and are 
not so much out of whack as we were. 

We will be better again in the first quarter. 

The same thing happened in World War II. 

I wish I could have claimed that I avoided all of that difficulty, 
but the facts are otherwise. So, there is no use my claiming it. 

We are going through the same growing pains we had before. 

As to the over-all allotment, we do by design allot more than the 
supply. The reason is a simple one. 

It was found in World War II, and we are finding it again, that 
not all of the tickets are presented: that overambitious claimants 
sometimes claim more than they need, and we are not successful in 
weeding out all of that. 

If you allot just exactly the amount of the supply, because of the 
difficulty, for example, of a west-coast manufacturer finding open 
space on the east coast, you get a loss of production. 

So by design in World War II they always allotted something like 
10 percent more than the supply. We are doing the same. We are 
trying to help those who get in trouble that way, but we think the 
over-all results for the country are better, because you do not lose any 
production. 

The Cuarmman. We are glad to have Congressman Bailey from 
West Virginia with us. Would you like to ask some questions ? 

Representative Batter. I believe not, Mr. Chairman. 

The Cuatrman. We are very glad to have you here. 

Representative Barey. I will wait until I get my report from the 
DPA on critical materials for the schools and the hospital program. 

Mr. FietscuMann. We made that report, Congressman. 

Representative Barry. I have not received it as yet. 

Senator Cargnart. Does your Department allocate machine tools? 

Mr. FieiscumMann. Yes, sir. 

Senator Carenart. Your Department does ¢ 

Mr. FietscHMann. Yes, sir, with this limitation 

Senator Carenarr. Do you allocate the steel that goes into them? 

Mr. FietscuMann, Yes. 

Senator Carenart. You allocate the machine after it is finished ? 

Mr. FLetiscHMANN. Yes. I want to say this, though. In the big 
area of defense production we necessarily are guided by what the 
Defense Department tells us. In other words, within the allotment 
which is something like 70 percent made for defense purposes, we 
follow the Defense Department. 

Senator Capenart. The Government. as you know, owns literally 
tens and tens of thousands of tool machines that they acquired during 
World War II. 

Mr. FLetscHMANN. Yes, sir. 

Senator Capenart. And the Congress appropriated $3 billion for 
buying new machine tools and repairing the old. 

Does your Department allocate those machines to the different 
producers ¢ 
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Mr. FLeIscuMANN. We have recently made arrangements with the 
defense departments whereby that pool that was set up is made avail- 
able to manufacturers with defense contracts. It is largely done by the 
Defense Department, but we participate in the decisions and that 
problem is now pretty well solved. 

As you know, for a long time they held on pretty tightly to those, 
but they are allocating them now. 

Senator Capenart. You do have the authority to allocate them? 

Mr. FietscHMann. Yes, sir. ‘ 

Senator CapeHart. You have delegated that authority to the re- 
spective branches of the military? 

Mr. FLetiscomMann. We take their guidance, Senator, on where 
those tools go, because that is a matter of military urgency and judg- 
ment as to which of their programs ought to get the tools first. 

Senator Caremartr. Have you ordered, and if not you, who has 
ordered X number of new tool machines? 

Mr. FLeiscHMann. We have instructed and made funds available 
to the General Services Administration to place pool orders for a large 
number of machine tools. 

Senator Carenarr. Are they, in turn, say, ordering X number of 
thousands of milling machines and lathes? 

Mr. FLeiscHMaANN. Yes, sir. 

Senator Carenarr. They are in the process of doing that at the 
moment ¢ 

Mr. FLeIscHMANN. Yes. 

Senator Carrnarr. And have done that? 

Mr. FLetscHMann. They have already ordered many thousands of 
them. 

Senator Carenartr. Are they allocated to the defense producer be- 
fore the machine is ordered or after they have been produced, or both ? 

Mr. FieiscHMANN. Generally speaking, about midway in between. 
We have not waited to figure out exactly where they go. We know, 
for example, that Bullard machines are in very short supply. We can 
order all we can get anybody to turn out, and we know we can sell 
them the minute they come off the line. So we have not waited to 
make a complete allocation before ordering them. 

The Cuarmman. Are you making any study of substituting alumi- 
num for copper? 

Mr. FietscumMann. Yes, sir. We are making a study with this in 
mind: In the first place, many industries like the automobile indus- 
tries are making that study. 

The Cuamman. I mean the defense agencies. 

Mr. FieiscuMann. We are making it from this standpoint: As you 
know, the possibilities of expanding aluminum is much greater than 
the possibility with respect to copper. 

The study that is being made ~ the Government today is designed 
to see to it if maximum use were made of substitution possibilities 
whether our present expansion program in aluminum would still be 
big enough. We hope to have that completed very soon. 

The Cuarrman. I have a letter here from Mr. Wilson—you are 
probably familiar with it—in which he goes on to say: 

A good part of the solution lies in making sure that industry realizes the long- 
run nature of the copper shortage. 


Note he says the “long-run nature.” 
79979—51—pt. 10 —10 
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Mr. Fietscumann. Right 

The Cuarman. I hope that you are using everything at your com- 
mand, because that copper shortage is not going to affect only the mili- 
tary, but it will be a serious deterrent to rural electrification, and so 
forth. 

I ask unanimous consent to place this letter in the record. 

(The letter referred to follows :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., November 15, 1951. 
Hon. BurNeT R. MAYBANK, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: I appreciate your letter inquiring about our work 
in the field of conservation in the use of copper. Because the long-time possibili- 
ties for increasing supplies are not as good for copper as for many other criti- 
cal materials, we have directed particular attention to this-problem. 

While there is no formal joint undertaking going forward on this subject 
between Mr. Fleischmann’s office and mine, we have been following the work of 
the Conservation Bureau of the Defense Production Administration very closely 
As you may have been informed, the Conservation Bureau called a meeting of 
electrical-equipment manufacturers last week to discuss the subject. It was the 
consensus of this group, which represents one of the largest consumers of cop- 
per, that substitution of other materials for about 25 percent of the copper used 
per unit of service performed appears possible over the long run. Conserva- 
tion steps already underway by manufacturers of electrical equipment will re- 
duce copper requirements per unit of service probably by from 5 to 10 percent. 
Work is being pushed in other areas, too. For instance, experiments are under- 
way for reducing copper requirements in automobile radiators. 

A good part of the solution lies in making sure that industry realizes the long- 
run nature of the copper shortage. The natural initiative of industry will then 
result in wide experimentation and extensive development of techniques which 
will save large quantities of the metal. It is our responsibility to accelerate this 
natural development and to help facilitate the exchange of ideas and of expe- 
rience. We would be glad to have the suggestions of your committee and staff 
and hope that you can help us promote this work. 

Sincerely yours, 
CuarLes E. WILSON. 

Senator Carrnuarr. Is there any way that this committee could get 
a progress report on the number of machine tools that have been 
ordered and delivered ¢ 

Mr. FieiscuMann. Yes. 

Senator Carenarr. And the number that the Government owns 


at the moment ? 

Mr. Frietiscumann. I think that has already been furnished the 
committee; but, if it has not, we will furnish it. 

Senator Carenarr. I have never seen it. 

The Cuarrman. He said that it has been sent down here. 

Mr. FieiscumMann. I think we have submitted that. 

The CuamMan. We have it. We will send a copy to all of the mem- 
bers of the joint committee. 

Do you want it in the record, too? 

Senator Carruarr. I do not care whether it goes in the record or not. 
I think it ought to go in, however. 

Mr. FLetscHMann,. We submitted a great deal of material of that 
kind to your staff, as the chairman knows. 

The CHamman. Without objection, it will be filed in the record. 
Any material the members of the joint committee desire to have filed 
will, without objection, be included in the record. 
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(The data referred to follows:) 


Status of machine-tool pool orders as of the close of business Norv. 26, 1951 


Status Number Units Amount 
Executed schedules , 74 34,119 $483, 231, 072 
Schedules being processed by GSA 3S 33, 440 556, 378, 313 
Schedules at Munitions Board for review - 12 4,114 46, 295, 959 
Schedules proposed to builders (no reply to date) 5 2, 001 14, 962, 517 
Total, items 1 to 4 129 73, 674 | 1, 100, 868, 056 
Pool order contracts refused by builders : 5 2,312 35, 783, 330 


The CHarrman. You are satisfied, then, in this swap with the Brit- 
ish that we are not going to be the losers in critical materials, because 
we will get aluminum for steel, and the armed services at this time 
need aluminum more than they need steel. As I remember, you said 
that the armed services had all of the steel you believed they were 
justified to have in the first quarter: is that right ¢ 

Mr. FieiscumMann. Yes, sir. I was convinced that it was a very 
advantageous deal for us and for the British. I said publicly that 
I think it points the way—— 

The Cuamman. We would not want to outtrade the British. 

Senator Carpenarr. You do not need to worry about that. 

Mr. FietscuMann. That is pretty hard to do, anyway. 

The Cuamman. We want to make certain that we get something. 

Senator Carenartr. Do you see any change in the allocations of 
the second quarter over the first / 

Mr. FieiscuMann. One of the sad facts is that the military re- 
quirement goes up again. 

In brass, they go up from 240 million pounds to 270 million pounds. 

The trouble, as you know, is that our aluminum does not come in 
until the last part. 

Senator Carenarr. The reason I asked that question is that I 
think the American producer ought to know whether he is going to 
have any more in the third quarter. 

Mr. FietscuMann. I do not see any easing in the second quarter. 
There may be a little in the third and more in the fourth. 

Senator Carenart. Your thought at the moment is that there will 
be no easing in the second: maybe some easing in the third and fourth 
quarters. Is that about the picture as you see it ¢ 

Mr. Freiscumann. That is correct, particularly in aluminum and 
in carbon sheet steel. I see none in copper. 

Senator CareHarr. None in copper ¢ 

Mr. Fieiscumann. No. 

The CHarrmMan. Steel will be more available ¢ 

Mr. FietscumMann. In the last half of the year, yes, sir; in the sense, 
for example, that there will be more sheet steel. In addition to that, 
the structural-steel situation will improve, beeause some of the more 
important programs will be out of the way. We can then, I think, 
make more available for schools, highways, and other things. 

The Cuarrman. We have taken up the question of small business. 
I understood you to say that the things you would receive in the 
swap would aid small business. Would vou have any statistics as to 
how you could aid them, or could you furnish that for the record? 
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There are many little manufacturers who have checked with me on 
aluminum and various scarce materials. 

Mr. Fietscumann. The aluminum problem presents a special 
problem for small business, because so many got into alumiumu fabri- 
cation right after World War IT when there was excess capacity. 
There are many people who make things like venetian blinds who 
have one or two or three single-purpose machines, and they cannot 
get into war production. They are hardest hit by the shortage. 

We decided against the so-called death sentence. 

The Cuarmman. You told this committee that. 

Mr. Fieiscumann. We are able to give them, generally, around 
20 percent of what they got in 1950. 

The Cuatrman. That is twice as much as you said you were going 
to give them when you were here, I believe, in September. 

Mr. Fietscumann. That is right. 

The Cuarrman,. Can you not increase that ? 

Mr. Fieiscumann. No, sir; I do not know how. 

The Cyarmman. What about these other countries—you have ta- 
plained about the British transaction—have you taken that up with 
those countries, the possibility of swapping steel, such countries as 
Luxemburg? 

Mr. Fieiscumann. No, sir; I have not. 

The Cuarrman. Do you intend to do it? The Ruhr is the greatest 
place on earth for steel; they have plenty there. 

Mr. FietscumMann. We certainly intend to discuss it with them. 

The Cuamman. Who gets all of that steel, if you do not? 

Mr. Fierscumann. The steel from the Ruhr is used in Europe. We 
get some of it, as I have explained. 

The Cuarran. Is some of it exported? 

Mr. Frietscumann. Actually, we import about as much as we ex- 
port. There is no drain on us there. We certainly intend to discuss 
with the various countries this principle of mutual help, because I 
think it is important. 

The Cuarrman. Exactly. How about sending over there and bring- 
ing it over here to this country; do you have anything to do with 
that ? 

Mr. Fie1scumann. We do not allow them to use—— 

The Cuamman. The Commerce Department issues export licenses. 
Who would issue import licenses? Nobody could stop anybody from 
buying it. 

Mr. Fietscumann. They do not need an import license. But we 
do not allow them to use that in addition to their present allocation. 

The Cuarmman. Suppose somebody wanted to build a hotel some 
place and he bought the steel in Germany as these other people bought 
the steel for those Alabama plants; would that be legal—what would 
be legal about it—could he do it? 

Mr. FuietscumMann. No, sir; he could not, because he would not 
obtain the necessary permission in allocation. It cannot be done. 

The CHAIRMAN. Who gives the permission ? 

Mr. Fixrscumann. We would; but we would deny it. 

The Cuarrman. You would deny the construction of some plant in 
this country, although the American who was going to construct it 
needs no critical materials out of our stockpile or from American 


production ? 
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Mr. Fie1scumann. That would not be the case any more. I find it 
difficult to imagine such a case, for this reason: There is not any con- 
struction that you can build, and particularly something like a 
hotel 

The Cuarrman. I just used that as an illustration. 

Forget about the hotel. 

Mr. FietscHMann. That would not require substantial amounts 
of other critical materials, say copper, too. 

The CHarrmMan. A warehouse at a seaport needs structural steel 
to complete the warehouse. These people are exporters. They might 
be exporting lumber and logsto Germany. They could swap that and 
bring it into this country. Would that be legal or illegal ¢ 

Mr. FLe1scHMann. Under the persuasive presentation you make of 
such a case, I think we might grant that. 

I do not object to considering that kind of thing. 

We do, generally speaking, Tet somebody who has an inventory do 
that. 

The Cuarmman. That is the law. If you have an inventory in 
some port and you want to swap with some German manufacturer for 
steel, it can be done. 

Mr. FieiscHMann. I think very likely we would approve that. 

The CHaimrman. You would have to approve it. 

Mr. FietscumMann. Yes. 

Vice Chairman Brown. What is the steel scrap outlook for the 
winter ¢ 

Mr. F.ietscuMann. How is the situation? 

Vice Chairman Brown. Yes. 

Mr. Fietscumann. It is better, but it is still very bad compared 
to what it should be. 

As you know, great pressure has been put on this steel scrap drive 
in the past few months. 

The situation is this: We ought to have, going into December, a 
good high level of inventory against the winter months. We have 
today a very unbalanced situation. It is better than it was, because 
some concerns have been able to build up to as much as a 60-day supply 
but some of the biggest producers are down to a 2- or 3-day supply. 

We think with the most extraordinary measures which we are taking 
that, generally speaking, we will get through the winter all right. I 
will not say there will not be a stoppage here for a little time, But the 
over-all loss will be small because we are shifting those inventories 
around and we are making do with what we have. 

Long-term prospects are bad, but I think we will get over this 
winter with a small loss. We hope to avoid it, but there may be a 
small loss. - It is much better than it was 3 months ago. 

The CHarrman. Let me ask you this: Are you studying foreign 
production in steel and aluminum and things of that kind ? 

Mr. FietscumMann. We have those figures. 

The Cuarrman. I do not mean the figures. I mean the type of 
production that they are making. So many American manufacturers 
are unfamiliar, particularly small-business firms, with foreign speci- 
fications. Do you have the specifications? I mean I am not suggest- 
ing that it would be ethical for you to do it or not—maybe the State 
Department should do it, but I wondered if any study is being made. 
You spoke about these mutual-aid programs and swapping aluminum 
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for steel with England, for instance, and that you hope to have similar 
negotiations with France and other countries. 

I wonder if those specifications are there, because that is the main 
thing that private industry needs. 

Mr. FietscuMann. We do have all of that information available 
within the Government; yes. It takes us a little time to assemble it. 
For example, ECA has an enormous mass of that information, which 
they give us on request. We have that pretty much; yes. 

The Caarrman. I do not have any further questions. 

We want to thank you for coming down, Mr. Fleischmann. We 
want to say this: That we are glad to hear you say that you have 
enough, in your judgment, for the military for the first quarter, and 
glad further to hear you say that the law, insofar as allocations are 
concerned, so far as you see today, is ample. 

Mr. Fie1iscHMann. I cannot blame it on the law if we do not do 
the job. 

The Cuarrman. I want to congratulate you for the good job you 
are doing. 

Senator Carrnartr. You are doing a good job. 

Mr. Fieiscumann. Thank you very much. 

The Cuarrman. We will stand recessed at this time until 11 o’clock 
tomorrow morning. 

(Whereupon, at 4:20 p. m., the joint committee recessed, to recon- 
vene at 11 a. m. Tuesday, November 27, 1951.) 

(The following telegram and letter were received for insertion in 
the record :) ° 

New York, N. Y., Vovember 27, 7951. 
Senator Homer CArEnART, 
Senate Office Building, Washington, D. C.: 

It was with great interest that I read in this morning's paper of your discus- 
sion with DiSalle yesterday. In our opinion the activities of the OPS in the 
past in relation to the textile industry have contributed very largely to the pres- 
ent chaotic situation in the industry and resuling unemployment. The whole in- 
dustry is today operating on a curtailed basis because they have accumulated 
large stocks of inventory and are unable to sell that at break-even figures, yet 
in spite of this the OPS is talking about placing ceilings on our product which 
action if held like a sword over our heads can do nothing but contribute to fur- 
ther dislocation. As we see it, production of goods is the answer to inflation and 
certainly the industry has produced and stands ready to produce all that the 
country can possibly consume. When is the American economy ever going to get 
out from under controls? Are we to continue to operate under controls so that 
the pricing bureaucracy can continue itself in power with resultant stagnation 
of industry and unemployment? 

DEERING, MILLIKEN, & Co., INC., 
Rocer MILiIKen, President. 





NATIONAL RENDERERS ASSOCTATION, 
Washington 5, D. C., November 28, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman Joint Senate-House Committee on Defense Production Controls, 
Senate Office Building, Washington, D. C. 

Dear Senator MAayseank: In answering questions on the tallow price situa- 
tion while giving testimony before your committee Monday, Price Administra- 
tor DiSalle frequently referred to the pre-Korea price of this commodity as 
being in the neighborhood of 5 cents per pound: with this statement producers 
of tallow and grease have no quarrel, because the record will confirm the fact. 

But, in all fairness, we believe it should be pointed out that the 5-cents-per- 
pound pre-Korea price was generally regarded by all in the trade as an ex- 
tremely depressed level. As a matter of fact, conditions in the inedible-fat- 
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producing industry at that time were of such concern and hardship to the 
members of this organization that a special meeting of the association’s board 
of directors was convened in Washington on June 22, 1950 (just 3 days before 
the surprise invasion of Korea), for the sole purpose of discussing what, if 
anything, might be done to relieve the situation. Secretary of Commerce Sawyer 
and Secretary of Agriculture Brannan were individually requested to send a 
spokesman from their respective departments to meet with our directors to dis- 
cuss the problem. George L. Prichard, Director of the Fats and Oils Branch 
of the Department of Agriculture, was delegated as Secretary Brannan’s repre- 
sentative and Charles E. Lund, fats and oils specialist, was delegated as Sec- 
retary Sawyer’s representative; Messrs. Lund and Prichard both agreed at this 
meeting that tallow prices were abnormally low and severely depressed in re- 
lation to other fats and oils. Mr. Lund now is the principal economist in the 
Fats and Oils Branch of Mr. DiSalle’s office, and another representative of the 
same office has privately admitted that 10 or 11 cents a pound would have 
been a normal and fair pre-Korea price for tallow in relation to other fats-and- 
oils prices. 

Under the circumstances, we therefore do not feel that the immediate pre- 
Korea price of tallow can be considered any more of a realistic price than Mr. 
DiSalle’s 10%-cent contemplated revised ceiling level can be considered a real- 
istic figure. And we think Mr. DiSalle is taking unfair advantage in using that 
price as a comparison to state that the present 15-cent ceiling level for tallow 
is 200 percent above the pre-Korea price. 

It is particularly interesting to note that the official OPS announcements per- 
taining to this matter have stated, in referring to the approximately 40-percent 
decline (the figure is nearer 50 percent at today’s market) in present market 
prices for tallow from permissible ceilings, that soap prices as a consequence 
have declined materially; the fact is price lists show that household soap 
prices have been reduced about 8 or 9 percent. Maybe this is what one of the 
seven resigning members of the Tallow and Grease Industry Advisory Com- 
mittee had in mind when he said, “We have no control over our prices. At 
least 95 percent of our business is with soap manufacturers. They tell us 
what they will pay and we take it.” 

Please accept our sincerest appreciation for the attention you and the other 
members of the committee have given this problem. 

Very truly yours, 
F. B. Wise, Secretary-Treasurer. 
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TUESDAY, NOVEMBER 27, 1951 


CoNGRESS OF THE UNITED STATES, 
Jorwr Com™Mirrer oN Derense PrRopucrion, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 11 a. m., in room 
301, Senate Office Building, Senator Burnet R. Maybank (chairman) 
presiding. 

Present: Senators Maybank and Capehart and Representative 
Brown (vice chairman). 

The CuairmMan. Let the committee come to order. 

Mr. Wilson, would you be good enough to come up here and Mr. 
Foster, too? 

Mr. Wilson, we are glad to have you here. I, for one, want to 
express my appreciation for the agreement which we reached that we 
could have an open hearing here because there has been quite some 
concern from various articles that have appeared as to the lag in 

roduction and as to, perhaps, shortage of certain critical materials 
ite the armed services. 

Mr. Fleischmann was here yesterday. You saw what he said about 
the additional allotment of steel for schools and some for highways. 
Insofar as he know, all of the steel that was needed by the armed 
services in their judgment for the first quarter was available. 

We are also glad to have Mr. Foster with us. 

We appreciate your coming down. 

What we want to do is to just clear up the record. That is why 
we have had these short hearings, to see oe. has transpired since the 
law was amended, so that the record may be clear, especially on these 
allotments for the first quarter. We would appreciate a statement 
from you, if you desire, or we will ask you some questions as to how 
you think the production picture in America looks, and whether or 
not you think the military may need more strategic materials than 
a we have in the stockpile; whether you do think they have 
enough steel and copper. 

Of course, the aluminum situation we understand. More aluminum 
will be available in late 1952, while at the same time we will have 
less steel in this country to carry on so-called private business. 

I just want to again thank you for being here. This committee 
desires only to review what has transpired since Congress left, so that 
we might be of some assistance when Congress meets again in about 
6 weeks. 
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STATEMENT OF CHARLES E. WILSON, DIRECTOR OF DEFENSE 
MOBILIZATION, ACCOMPANIED BY WILLIAM C. FOSTER, ACTING 
SECRETARY OF DEFENSE 


Mr. Witson. I have no prepared statement, gentlemen. 

I take it from your remarks that what you w ant is a general picture 
of the production situation; is that correct ¢ 

The Cuamman. I think the public has been a little bit confused 
about the various statements that have appeared as to production lags 
and production falling off; and, also the allotments of these critical 
materials. The committee thought that you, who know better than 
anybody else, and Mr. Foster, might clear up the facts as you gentle- 
men see them, and answer whatever questions might be asked. The 
press is very anxious to have the opportunity to have an open hearing. 

Mr. Witson. I see. 

Well, on the general subject of production, gentlemen, I think it 
ought to be made clear at the outset that as far as the allotment of the 
strategic materials are concerned—and apparently they are pretty 
nearly all strategic now—I mean aluminum, copper, steel. and espe- 
cially, the alloy steels, generally speaking, we are giving the Defense 
Department requirements first call, of course, and I think to date we 
have been able to give them practically everything that is needed for 
them to meet their schedule. 

One has to qualify that to a degree, because in order to meet their 
schedules—and I am referring now particularly to the long-time sched- 
ules—we have got to get them vast amounts of such items as structural 
steel and alloy steels. But taking the first category, for explanation 
at the outset, we have not been able to allot all of the structural steel 
for the increasing of the productive base of the country for the mili- 
tary as fast as we would like, simply because there is not structural 
steel capacity enough in the country to do it. And at the same time 

take care of some of the more pressing demands of other categories. 

The Cuamman. What would those pressing demands be? 

Mr. Wutson. What would they be? 

The Cuarrman. Yes; what are the other categories? Would they 
be tied in with defense? Tell us about them. 

Mr. Wiutson. They are the secondary line of defense, if you please. 
For example, we have had to allot very considerable amounts of struc- 
tural steel for increased food production which means for agricul- 
tural machinery, for nitrogen plants, to increase the food supply, and 
so on. 

We have had to allot very considerable amounts of structural steel, 
as well as copper and aluminum for the very necessary increased power 
generating and distributing requirements. 

As you ‘probably know, over a period of 3 to 4 years we have got to 
increase the power-generating i distributing capacity of the country 
by approximately 40 percent, ¢ ,and that-takes a vast amount of material 
which is of the kinds needed for the direct military requirements. 

But, generally speaking, to date we have been able to allot the types 
of materials to the military production requirements in sufficient quan- 
tities to meet their schedules. 

I think we are going to have increasing difficulty in doing that simply 
because the military requirements are now coming to a point for the 
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production contemplated in the near future where the requirements 
in certain categories will be right up to the very limit of our supply. 

The Cuairman. Would there be any objection to mentioning those 
categories? If you do not want to do it, do not do it. 

Mr. Wirson. For example, I will mention one that I do not think 
there is any secret about. Take nickel. The present military require- 
ments for nickel for alloying certain kinds of steel used in the aircraft 
program take vast amounts of nickel. And in spite of our best efforts 
to date we have not been able to bring up the supply of nickel fast 
enough to meet it and we are currently in difficulty. And I think we 
will have great difficulty in meeting the military demands for nickel- 
bearing steel, for the aircraft program. That is just one illustration. 

There are others. Such items as cobalt and colombium, and so on, 
which are not quite as understandable, maybe, but we have got to find 
increased supplies as fast as we can, and we are bending every effort to 
find them. 

The increased use of nickel is to a degree a substitute. The scientists 
working with the military, with the aircraft engine producers, are sub- 
stituting nickel for some of the rarer alloying agents, but that gives 
us another problem on nickel, because nickel is also short. 

We have gone to great lengths to increase the output of nickel, not 
only offshore—well, offshore principally. As you probably know, we 
have reactivated the Cuban nickel source and have also taken steps, 
in addition to reactivating it, to vastly increase its potential output. 
But it takes many months to bring in that sort of new substantial 
source of supply. 

It will be sometime next year before we get an appreciable amount 
of increased nickel from that source. 

The Cuarrman. What about the salvage programs ? 

Mr. Winson. The salvage program ¢ 

The CHarrman. Yes. 

Mr. Witson. Well, it is proceeding. Generally speaking, I think it 
is fairly satisfactory. 

In the case of the ferrous-metal salvage, I think it is going along 

pretty good. I think we have got to still further steam up the salvage 
of nonferrous metals, and steps are being taken to do it. We are 
getting a great deal of help from many, many sources on it. The trade 
magazines and all of that sort of thing are helping. 
_ The Advertising Council is assisting us with a fine campaign, try- 
ing to steam up interest all over the country in getting people to turn 
in their scrap, ultimately, I think, that will be a source of fairly good 
supply—badly needed, but it is all taken into consideration in the sup- 
ply projections for 1952 which will be tight in many of these categories 
that I am talking about, especially alloyed steels. © 

I would like to make it clear that, because there seems to be great 
misunderstanding of the subject, that any short-falls in military pro- 
duction of the items that are having the greatest attention now—and 
various stories about short-falls—has not been affected by the supply 
or nonsupply of raw materials; in other words, the fact that we Sieve 
maintained reasonable output of civilian goods and have allotted mate- 
rials to that has not, at least substantially, and I doubt if it has affected 
it at all, the production situation of military end items. 

The CHarmman. What has affected it, tools? 
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Mr. Wiuson. Tools have had theireffect. Youcancallitthat. Ma- 
chine tools have currently been affecting the production of certain end 
items of military requirements. 

We are behind, I would say, on our machine tool production. I do 
not know how it could be otherwise, however, because you have got to 
remember that the vastly increased military program only came into 
being in the last, what shall I say, 9 months, roughly ¢ 

The very substantial stepping-up of it or a substantial part of it was 
in airframe and airplane engine requirements, where the time lag be- 
tween the conception of a design and production, planning, and ulti- 
mately, production, is long and arduous. You just do not do it in 9 
months. We never did it before. 

I remind you again that most of the planes that the military fought 
with in World War II were conceived before Pearl Harbor. Many of 
the planes on which we are now endeavoring to steam up production 
were in the design stage a year ago. 

] just saw one of the plane industry's papers this morning. I do not 
know how widely it is used, but I can agree with it. It showed that 
the actual time from conception to full-scale production of a fighter 
plane today, a modern fighter plane, is 5 years. I am not saying 
that we ought to take 5 years, or that we will take 5 years, but I am 
saying that that is the airplane industry’s projection of how long it 
takes from the conception of the idea of some specific fighter plane and 
full production. 

We are not going to take that long; I want to make that clear. It 
will not take 5 years, but it will take more than the 9 months that have 
elapsed since the military got the sums necessary to substantially in- 
crease their production of airplanes and all of the thousands of items 
that go with them. 

Senator Carenarr. When did you come down here? 

Mr. Wirson. I have been here 11 months. 

Senator Carenart. Is the schedule, generally speaking, on time? 

Mr. Witson. Well it depends, Senator, on what you mean by 
schedules. The so-called schedules that the Army and Air Force 
have, I do not regard them as production schedules at all, to be 
perfectly frank with you. 

Senator Carenarr. Let me put it this way: Is the whole matter 
proceeding in an orderly way and making progress that any reasonable 
person could expect it to make? 

Mr. Wuson. Yes, I think so. If you take into consideration the 
various phases of the over-all mobilization job that you are trying 
to do concurrently. 

Senator CaprHart. Is there anything in the Defense Production 
Act or any other laws or anything in the attitude of the people or 
any group of people that is in any way retarding the progress that you 
are trying to make? 

Mr. Wuson. Well, that is a big question—no. 

Senator Capgrnartr. Have you any unusual problems that this com- 
mitte or the Congress or the people might be helpful to vou on, that 
just do not normally come under a situation such as this? 

Mr. Wirson. No: I have nothing to suggest along that line, Senator. 

Senator Carenartr. You have got lots of problems. 

Mr. Wrison. Understanding, yes. I think we all need maybe a 
better understanding of the program that we are trying to carry 
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out. For example, first, the enlargement of the base of production 
for so many things. That is a tremendous job in itself. 

When you have to allot labor and the material and the machine 
tool requirements just for one phase, roughly 20 million tons of 
steel—that is what we started out to do a year ago and that is well 
under way, but I mean you have got to have a realization of what 
that means to the over-all economy and its impact on the whole 
mobilization program. 

When we go out to double our output of aluminum, which we are 
going to need badly, and all that that means you must have a realiza- 
tion of its effect upon the over-all program. Then too, | am really 
surprised that people take so little cognizance of an item such as 
Atomic Energy Commission's requirements. I mean, after all, you 
have got to realize that is in terms of billions of dollars. 

Senator CareHart. Do you still feel that we could accomplish the 
program and spend the billions that have been appropriated for na- 
tional defense, and still not further reduce civilian production and 
civilian spending ¢ 

Mr. Wirson. Oh, I think we may have here and there to cut down 
a little more, Senator, but I do not think—I do not think that would 
be serious. 

Senator Carenart. Generally speaking, you think you can accom- 
plish the job and at the same time maintain a fairly normal civilian 
economy ¢ 

Mr. Witson. Well, yes. Of course, it depends. I would like to 
make clear what I mean by “normal.” TI do not think we are going 
to be able to increase the output of civilian goods in a number of cate- 
gories very much beyond the point to which we have dropped it. For 
example, 50 percent in many hard goods. I do not think we will be 
able to do that for a while. 

Senator Carenarr. Would you say you would be able to get the 
job, the defense job, done, and at the same time be able to maintain 
the existing civilian production ¢ 

Mr. Wirson. I believe we can, with some minor changes, yes. 

Senator Capenart. Then I gather that, outside of the normal head- 
aches and normal problems that one has in connection with this en- 
tire effort, you feel that it is going along pretty much according to 
the program ? 

Mr. Wirson. Pretty much according to what we ought to expect 
if we really—well, if we are realistic about the kind of programs 
that we have agreed to go through with. 

For example, when the Congress gave the Defense Department the 
large sums of money to produce—I will just take one item—airplanes 
of the new types, I do not think very many people have a realization 
of just what kind of program we were undertaking. 

The Cuarrman. At that point, might I add just this and see if 
you and Mr. Foster agree with me. We even went so far as to give 
the military some $4 billion additional for airplanes. I think the 
military themselves said in the conference that the money could not 
be used this year, and it was taken out of the conference report, be- 
cause it was not the money that was needed: it was the strategic ma- 
— which at that time the military knew they would need for those 
planes. 
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Mr. Foster, if I am not mistaken, you recommended to us on the 
Appropriations Committee that you could not use the money this 
year, because you could not get the materials with which to use that 
amount. 

Mr. Fosrer. I think what was said then was that we needed some 
money in order to get new designs under way, but that if it were 
possible to come in after the first of the year we would then know 
whether we needed more money to start those new designs in 
production. 

The Cuarmman. That is what I understood—that you could not 
get the production—and I think we left one-half billion dollars ad- 
ditional in there. 

Mr. Foster. Six or seven hundred million dollars. 

The CHatrman. Approximately nine. 

Senator Carenarr. Are we short any airplanes, military airplanes, 
or tanks or guns as a result of materials that have gone into civilian 
production ? 

Mr. Wirson. In my judgment, we are not. 

Senator Carenarr. In other words, if there is or has been any 
delay it has been due to tools, dies, and jigs, and getting ready to 
produce ? 

Mr. Wirson. The designing of things that we are talking about, 
the lag that is perfectly natural in the tremendous design and tooling- 
up program ; yes. 

Senator, you are a manufacturer, and you know the airplanes of 
the last war. I think one of the first things we all have to get into our 
minds is that the airplane of 1952 vintage is something that requires 
five times—that is a conservative statement—the design time, man- 
hours for design and man-hours for production. 

And, as to the tools that are required to turn it out, they are almost 
fantastic. Many of them have to be designed. 

Senator Carenarr. They are being designed ? 

Mr. Witson. They are being designed too slowly, I think; but they 
are being designed. 

Senator Carenarr. And the program is in progress ? 

Mr. Wuison. The program is in progress; that is right, sir. 

Senator Carenarr. And it is—much of it, or some of it—in the 
tooling and designing stage? 

Mr. Wirson. Much of it is; that is true. That is an unfortunate 
fact. 

Senator Careuarr. Much of it is in production at the moment ? 

Mr. Witson. That is right. 

Senator Carenarr. And there is nothing that you can suggest to 
the committee or the Congress, particularly the committee, that it 
might do or I might do or the Congress might do? I know we are 
not in session, but we will be in 6 weeks. Knowing, in other words, 
you have sufficient funds. 

Mr. Witson. Yes, sir, so far as I know. 

Senator Carruart. In other words, the thing that you need is 
time? 

Mr. Witson. That is right, especially on some of these, as the news- 
papers call it, fantastic new weapons. And I put a good many of 
the airplanes we have in that category myself. 

Senator Carrnarr. Production is stepping up from day to day? 
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Mr. Wirson. Well, I would say from month to month. 

‘Senator Careuarr. Month to month, the production is? 

Mr. Wirson. Yes: not fast enough, I can tell you that, and I should 
tell you that we are taking every step that we are capable of con- 
ceiving as being applicable to the requirements of the situation to 
step it up. 

Senator Carpenarr. Somebody made the statement—I do not know 
whether it was you or not; I read it in the paper the other day— 
that there was a question as to whether we could have both the guns 
and the butter. And it is your opinion at the moment that the but- 
ter has not interfered wih the guns up to this time? 

Mr. Witson. No: I do not believe the butter has interfered with the 
guns. We have interfered with the butter, as I think we should. 

Senator Capenart. As the tools, dies, and jigs are completed and 
the machine tools finished and the designs finished, and they get into 
production, get beyond this preparation stage and you get tooled up 
and you get it going, where each plant is turning out the capacity 
that it should, is there a possibility then that they will be using so 
many materials that there may have to be at that point a further cut- 
back in civilian production ? 

Mr. Witson. My guess is “No,” because I think that is where we 
have made a wise decision to step up our supply of the basic materials 
that will be necessary. Maybe at some stage manpower might require 
some future cut-back; that is, manpower requirements. Personally, 
1 do not think so. That is, I think we can maintain about this level 
of “butter” production. 

Senator Capreuarr. In other words, it is a secret and I am not 
going to ask you for the figures, but I presume that you know at the 
moment the number of each model tank and airplane and electronic 
device and ship, and so forth, that you expect to produce with the 
amount of money that the Congress has given you. 

Mr. Wuson. That is right, sir. 

Senator Carrnarr. And that is proceeding in your tooling up and 
engineering and designing and getting ready to do it ¢ 

Mr. Wurson. That is right. 

Senator Carpenarr. The bottleneck at the moment has been the 
slowness that always goes along with getting ready to produce? 

Mr. Wuson. That is right; that is right. I think if there is any 
one thing that will hold us back from increasing production faster 
than we probably will be able to produce it in certain lines—and I 
am referring particularly to aircraft—it is the tremendous difficulty 
that. we face in increasing machine-tool production of these very, 
very special, in many cases, new tools, some of which we were, I say, 
just—I mean in the last 6 months—discovering the necessity for. 

Senator Carenart. Are you encouraging and ane any new com- 
panies to get into the machine-tool-manufacturing business ? 

Mr. Witson. We are. We have encouraged the machine-tool build- 
ers to take on very large numbers of subcontractors. We have made 
arrangements with some of the machine-tool builders, in fact, to give 
their drawings. And we are having other than machine-tool builders 
go into the manufacture of scarce machine tools. For example, one 
automotive company is going to build one type of scarce machine 
tool that we need in very large quantities, much larger than we 
dreamed of a year ago, and that automotive company will probably 
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build, once they get it going, on a yearly basis, twice as many as the 
machine-tool company itself. ] 

Senator Carenuarrt. Is it possible to review some of the designs of 
some of these things, to change the method of manufacture and the 
type of manufacture ¢ 

Mr. Wurson. Yes, sir. 

Senator Carruarr. In order to get greater production ? 

Mr. Wiuson. Yes, sir. As a matter of fact, we brought in—ODM 
and DPA—some experts who are working with the Air Force procure- 
ment people, going over the machine-tool requirements of the bottle- 
neck companies, which means pretty generally the engine builders, 
where they have multipurpose tools that are difficult to get, suggesting 
ways of producing on an interim basis, at least, with single-purpose 
tools and all of that sort of thing. 

Senator Carpenarr. Of course, no one knows better than you if you 
are going to use a casting; it requires a different type of machine tool 
than if you are going to make it out of a stamping. 

Mr. Wirson. That is right. 

Senator Carenarr. And that is what I meant with respect to 
redesigning or reviewing some of that. 

Mr. Wirson. That is going on on a large scale. 

Senator Carenart. The engineers design and lay out these things 
when they possibly did not take into consideration that they were 
going to build as many as they are now or were going to be asked to 
build as fast. 

Mr. Wuson. That is right. 

Senator Carenartr. And there are some bottlenecks in what we are 
talking about. 

Mr. Wixson. Oh, and how many. We are trying to get at that. 
We have been very fortunate in bringing together some excellent 
master-mechanic type of personnel who are really paying off on the 
production program today, and we are getting more. 

Senator Cusaeae, I gather, then, that you feel that progress is 
being made, that we will eventually get this job done. 

Mr. Wuson. I haven’t any doubt of that, Senator. The progress is 
altogether satisfactory. I would not mislead you for a moment. Of 
course, it is not easy. I find it reminiscent of 1942 when I came to 
Washington before—many, many bottlenecks to find and to break. 
And you know, as a manufacturer, you do not break them all as fast 
as you would like to, but we are in that process now. 

I really believe that in the 18 months since Korea we have brought 
along the production of many of these military end items, even air- 
planes, airplane engines, and you know we are talking about a dif- 
ferent category of engine than we talked about before. 

We were then dealing with 1,200 to 1,500 horsepower, and now we 
are talking about 6,000-horsepower engines as the minimum to a very 
great degree. But, in the 18 months since Korea, the progress as 
compared with the first 18 months in World War II when we tried 
to steam up our military end-item production, I think tliat it is at 
least equal to it—at least equal. 

The CHarrMan. Do you think that our expansion of steel is going 
to be big enough to take care of the situation as the military require- 
ments grow and grow in the next 2 years to come? 
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Mr. Wrirson. On steels, yes. I am not worried about steel if you 
just take steel and call it steel. Now, if you talk about a possible re- 
quirement of alloyed steel, which is in tonnage not much, I am not 
prepared to say we are not going to have difficulties. I am not pre- 
pared to say we will not have to take more away from the civilian 
economy. 

The Cuatrman. What is the expansion in that? 

Mr. Wuson. The expansion? We have got plenty of capacity to 
produce it. We have got to get the material to produce it from—more 
nickel, more alloying agents of various kinds. Maybe some of our 
scientific metallurgists will come up with some new alloying meth- 
ods—they have come up with one, a new agent—new alloying agents 
that will make easier the task; but, so far, the demand for the scarce 
alloying agents is very, very great, and it is difficult to bring the supply 
of it up fast enough. I admit that. 

The CHAtmman. There have been some statements in the papers 
about our shipments to NATO: that we are way behind. Is that a 
fact. 

Mr. Wuson. Shipments to whom ? 

The CHarrMan. To the Atlantic Pact nations. 

Mr. Witson. After all, let Defense answer that. I do not allot the 
material. 

Vice Chairman Brown. You spoke a while ago of the requirements 
of electric power. 

Mr. Wuson. Yes, sir. 

Vice Chairman Brown. Forty percent more than it is today. 

Mr. Wuson. Yes, sir. 

Vice Chairman Brown. What efforts are we making now to have 
plenty of electric power ¢ 

Mr. Wuson. Well, we are making an effort to increase it 40 per- 
cent: and we are allotting the steel, the aluminum, the copper, the 
labor, and everything to achieve that. 

Vice Chairman Brown. What are the causes that increase the need 
of electric power so much at this time ¢ 

Mr. Wuson. I will just give you one as an illustration. Your 
AEC program alone—one program that they have projected would 
require—I do not know whether I better say that, but would require 
a tremendous amount of power. The AEC program that you have 
gone through with to date required the production of literally dozens 
of tremendous generators. 

Vice Chairman Brown. The public is requiring more power, too, is 
it not; is that not true, that everybody is using more power ¢ 

Mr. Witson. Everybody is using more power, but your big increase, 
Congressman, comes from your increased production in many new 
places, tremendous increases in all of the industrial areas, not in all 
but in many of the centers. 

Vice Chairman Brown. We need more power for aluminum, do 
we not ¢ 

Mr. Wiison. Yes, sir. That is being acquired in a variety of ways. 
Some of the aluminum companies are energizing their pot lines by a 
new method; that is, they are using gas engines, using the natural gas 
as fuel and the gas engines and direct-current generators. That has 
been good for us because we have enough difficulty producing the large 


79979—51—pt. 10——11 








708 DEFENSE PRODUCTION ACT 


generators that we normally use and which we have then to convert, 
you know, from a. ¢. to d. e. 

By this new method that is being tried out and used in a number of 
places we have at least saved the production of vast quantities of rec- 
tification equipment. 

But the aluminum system generally uses a tremendous amount that 
is being supplied; and I think that the power will be there, generally 
speaking, as these new plants are ready to function. It is in a number 
of cases now. Some of the new aluminum plants, for example, are 
coming in. One comes in, one large one, next month, and some others 
will come in the early part of next year. Big gobs of it will come in, 
50,000 tons a year, 100,000 tons a year. We “have got it all specified, 
ready to take it. 

Of course, the military demand for it is going up now quarter by 
quarter very substantially, which is a good indication that you are 
getting your airplanes, or that you are going to get them. 

You know, that is another thing that we are so prone to forget. The 
aluminum you get in the fourth quarter of 1951 goes into the pipeline 
and is cut up, and it comes out in planes long after that. 

To get an idea of what the total military production is, you simply 

cannot take the Defense Department figures on what they are pro- 
ducing by month because they only give effect to the fly-aways in air- 
planes. If they have 100 airplanes out there on some airstrip waiting 
for an electronic device as big as that [pointing to the microphone}, 
that is not reported as having produced in the monthly quota. 

The point I am trying to ma tes is that there is a vast amount of cur- 
rently short material in many cases being cut up monthly now that 
will not be reported as finished Delenée Dep: irtment items, maybe not 
until 9 months from now, a year from now, because the pipeline is 
very long and very big on these lone-lead-time items. 

The Cuamman. Mr. Wilson, is it not a fact that the military does 
not consider a plane produced, so to speak, until the last gadget is put 
on it? 

Mr. Witson. That is right. 

The Cuatrman. Is it not a fact that the guided-missile program and 
the AEC program that you speak of take a great deal of critical ma- 
terial ? 

Mr. WILson. Both of them do. 

The CuarrmMan. That does not take it from the military, does it? I 
mean, the military is getting all they need despite the other? 

Mr. Wirson. Yes, sir. 

Senator Carrnarr. I do not think I have any more questions except- 
ing that I might again ask the same question I have asked a couple of 
times; that is, is there anything that we ought to do, the Congress or 
the people ought to do, or is there anything that business today in 
America should do, which is going along pretty much as usual and at 
a pretty high pace? About the only people I find who have any con- 
eern with the Korean war are those who have relatives over there. 

Mr. Witson. Yes, sir. 

Senator Capemart. Nevertheless, we do have a war, and it is a good- 
sized war; yet we have a tendency to play it down. At the same time 
we ask the American people to make sacrifices and spend millions and 
millions of dollars to rearm, together with the allocation of materials 
and price and wage controls, and so forth. 
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Mr. Wutson. Right. 

Senator Carenarr. On something that they say is going to happen 
in the future—we are going to have a future war. We are trying to 
avoid it and doing all of these things to avoid the future war—some- 
thing that may happen in the future. And yet the thing at hand, 
which is the Korean war, the only people who have any concern in it 
or talk about it are those people who have relatives there. Many in 
high position do not even recognize the fact that it exists, even as a 
war. And the psychological effect on the people of America is that it 
is not a war, and they are not much concerned with it except where 
they happen to have blood relatives in it. 

Is there any way that we can correct that situation which you think 
might help your problem, and might help the production problem, 
because the people working in the plants producing the materials that 
we badly need—the money has been appropriated for that, and you 
are fighting to get that each day—I am fearful that they are not very 
excited about it, because they do not have that. Is there anything we 
can do from that standpoint / 

Mr. Wirson. I do not know what to suggest, Senator. I have begun 
a series of plant tours. I have gone within the last, 1 guess, 2 weeks— 
no; 3 weeks—to a steel plant, an automotive plant, where they are 
making substantially—well, 50 percent of their output is military, 
and last month 50 percent of their output was for the Air Force. 
I was amazed to find that the men in those plants whom I talked to, 
and I talked to some 17,000 of them in one day—some of the reactions 
I got indicated to me that they were alive to the necessity. 

Senator Capenarr. You are satisfied with the psychological effect 
upon the American people / 

Mr. Witson. No. 

Senator Carenarr. With respect to this trouble ? 

Mr. Witson. No, no, I am not. I have many of the fears that you 
have, Senator. 1 do not know what else to do about it, that is all. I 
simply have no suggestion, and I make no complaints if I cannot sug- 
gest a way out. I think that it would be a wonderful thing if more 
and more of our fellow citizens had more of a feeling of urgency 
about this. For example, if the feeling of urgeney and the fear of our 
security, our national security, would go so far as to minimize strikes, 
it would help us a lot. But here we had a series of strikes in the last 
4 months some of which are directly responsible for the short falls 
in airplanes today and airplane engines. 

It is not enough to say that, well, a strike only lasted a month or 2 
months. You are a manufacturer and you know when you go down 
for 2 months you really hurt production for many, many months. 
You cut across with some of these strikes—you cut across a great 
number of lines. Maybe the amount of material is only 15 or, 20 
percent of the output of the struck plant, but it may cut across many, 
many lines. And it did, and it does, and it will. 

If we do get a sense of urgency on the part of all of our fellow- 
Americans where that sort of thing will not happen—would not 
happen—it would be helpful. 

Take a transportation strike. We will say it does not last long, but 
its effect is felt for a long time. 

Senator Careuart. Is there any possibility of impressing the union 
leaders in the Nation, and management, and all of the people of the 








710 DEFENSE PRODUCTION ACT 


necessity of eliminating that sort of thing in the next 12 months or 2 
years ¢ 

Mr. Wurson. I do not know, Senator. We have the union leaders 
on the President’s Mobilization Policy Committee. They understand 
the situation and the difficulties, I believe, as well as the rest of us do, 
as well as anybody does. 

Senator Carenarr. We had Mr. DiSalle here yesterday. I made 
this statement, I do not know whether he agreed with me or not. It 
was that we certainly have checked run-away inflation in this Nation, 
and I think we have sufficient laws and rules and regulations at the 
moment that we can guarantee to the American people that there 
will not be run-away inflation. That does not mean that you will not 
have some price increases, but, generally speaking, I think it has been 
checked, and I think there is sufficient legislaiton and sufficient con- 
trols at the moment to check it. 

And I think we can guarantee the American people that there will 
not be run-away inflation. I know prices are very high at the moment, 
but they certainly have been checked, and I think the legislation is 
sufficient at the moment to guarantee to the people there will not be 
run-away inflation, unless there is a change that I do not see at the 
moment. 

The Cuamman. Mr. Wilson, you stated you came here in 1942, as we 
all so well remember. You ably served the country in the last. war. 

In your judgment since you have been here in this situation that 
we are confronted with in Korea and throughout the world generally, 
do you think we have made greater advances in production during 
the last 9 months than we made in the first 9 months of World War II? 

Mr. Witson. No; I do not believe we have made greater advance, 
Senator, for this reason: Remember that long before Pearl Harbor 
we had very substantially steamed up our production. Take machine 
tools as a prime example. 

The Cuatrman. Do you think we have done as well ? 

Mr. Witson. Yes, yes. 

The Cuamman. Another thing, we started into this situation with 
the country, as you so ably stated at the other hearings, employed, 
whereas Pearl Harbor we had not full employment; we had a good 
deal of unemployment that could be absorbed, but we started off here 
with an economy that was at a pretty high level, is that right? 

Mr. Wirson. That is right. And, Senator, let us remember that the 
psvchology of the whole country I guess, even of the Congress is 
different, we are not at war. 

The Cuatrman. Of course, I understand that. 

Mr. Witson. If we have brought up our production reasonably as 
well as we did when we were at war, why, I think it is a distinct 
achievement. 

The Cuarrman. You think we have done that? 

Mr. Witson. I think we have, sir. 

Senator Capenart. Excuse me. Of course, saying we are not at 
war, I presume you were not stating your own personal viewpoint on 
that. 

Mr. Witson. That is the official 

Senator Carenart. That is the official position ? 

Mr. Wirson. That is the official position. 
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Senator Carrnarr. The point is that we are at war. I think we 
ought to tell the American people that we are at war and they ought 
to be so told, and not try to propagandize them into believing that 
they are not. What kind of thinking do we use here when we officially 
say we are not at war, when we are at war? 

That is the point I was trying to bring out before. I think it would 
be helpful in this whole effort if we had good judgment enough to 
recognize the fact that we are at war. We are at war, and any time 
you are at war, whether it is a big one or a little one, you better win 
it. 

Mr. Witson. Sure. 

Senator Capenarr. You better win it, because the little one can 
get to be a big one and you can lose the big one as well as the little 
one. That is the thing that I said a moment ago, that in my obser- 
vations since I have been away from here for 30 days—I have been 
pretty much over the whole United States—the only people that have 
any concern with the Korean war are those who have blood relatives 
over there. 

The Cuamman. And there are a lot of them over there. 

Mr. Wuson. Senator, I could not agree with you more on the ques- 
tion of concern. I get two kinds of criticisms now that are just 180 
degrees apart. 

One is that the mobilization program, since we are not at war, is 
going too fast and we are asking for sacrifices of the American people, 
et cetera, et cetera, far beyond what we should do. 

The other series just 180 degrees opposite is that we ought to go all 
out without any understanding of what going all out would do for us. 
That is, what it would get us, or, rather, what it would not get us. 

I do not believe it would get us anything or I would be for all-out, 
because I believe that we ought to give the military everything we 
could—we ought to build our strength and assure our security just 
as fast as we can do it. And if I believed it would steam up seatillied 
tion at the military end items 1 percent, I would be for it. 

The Cuatrman. You still believe that that would be the fact if we 
have this cease-fire in Korea—you are going to press forward for the 
program that you have started here that will last 3 or 4 years? 

Mr. Witson. So far as I am concerned cease-fire in Korea will not 
make one bit of difference. I believe we ought to guarantee that secu- 
rity, and the only way you do it is by building our might, in my judg- 
ment. 

The Cuarman. Now, Mr. Wilson 

Mr. Wirson. That is for you so say, though. 

The CuamrMan. You see these articles in the Wall Street Journal 
and the other papers. For instance, it says in this paper, “Overpro- 
duction of steel is seen nearing fast, as demands ease.” That is an 
article by Mr. Mullaney. 

And in the Wall Street Journal, Steel Survey Shows Supplies 
Might Top Demand Next Quarter. 

And the other is, Steel Shortage Cry a “Myth” Says Homer of Beth- 
lehem Steel. 

I wanted to put these in the record and I ask unanimous consent to 
pu them in the record. 

What is your opinion about these articles, because many people do 
not understand why they cannot get steel. 
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Mr. Witson. I did not read them. I have gotten to the point where 
I do not read them. 

The Cuamman. What I want to bring out is the fact that the people 
do read them, and they continue to write to the Senators. 

Mr. Witson. That is right. 

The Cuamman. And to the Congressmen. They continue to call 
us on the telephone, and continue to send wires to us, “Why can’t we 
get allotments,” when they see those things in the paper. 

Mr. Wiison. You want me to answer these? 

The Cuairrman. I should like something for the record. 

Mr. Witson. To comment on them specifically ¢ 

The Cuamman. Yes, sir. 

Mr. Wiison. I will take the one by Mr. Homer, a good friend of 
mine. 

It is not a shortage of steel that is the trouble. It is bad distribution. There 
is all the steel that the country needs. 

He says the ery is that there is a steel shortage, that it is a myth, 
Who is crying it? Weare not crying that over all. The Government 
is not crying that there is over all a steel shortabe. Nobody is saying 
that. He is the only one that I know of who is saying it. 

What we are saying is that there is a shortage of certain categories 
of steel for the near future and we can prove that to him or to anybody 
else, and when this company and others came to a meeting that we 
had—several of them that we have had—nobody denied it. 

This country, only has, for example, a potential output of approxi- 
mately 1,350,000 tons of structural steel a quarter. Well, we can use 
twice that. Nobody denies that in the steel business. 

Is that saying or is that a red herring to say there is a steel shortage 
of structural steel 

They also say to me that it won’t be but a couple of years from now 
when we will be looking for business. Right. I do not deny that. 
I am only talking about the steel we need for this program in a 
hurry. 

The Cuamman. We will place those in the record at this point. 

(The articles referred to follow: ) 


[From the New York Times, October 28, 1951] 


OVERPRODUCTION OF Street Is Spen NEARING FAst, AS DEMANDS EASE—INQUIRIES 
FOR STRUCTURAL AND CONVERSION ITEMS DECLINING, SAYS Grace, DESPITE Gov- 
ERNMENT ESTIMATES OF SHORTAGES 


(By Thomas E. Mullaney) 


Statements that the demand for certain items of steel has started to decline 
and that there may be a surplus of supplies before the end of next year were 
issued last week by two prominent steel executives, 

It was the first official indication from the industry that a balance between sup- 
ply and demand for this key commodity is fast approaching. Top steel officials 
had heretofore limited their statements to the assertion that the level of steel 
demand was totally unrealistic. 

E. G. Grace, chairman of the Bethlehem Steel Corp., stated at his quarterly 
press conference here, following issuance of the company’s financial statement, 
that there has been a decline, week by week, since last April, in inquiries for 
structural steel; that demand for conversion steel is falling off, and that soon 
there will be overcapacity for the production of cold-rolled sheets, recently in 
very tight supply. 

John E. Timberlake, general sales manager of the Jones & Laughlin Steel 
Corp., testifying before the Senate Small Business Subcommittee in Pittsburgh, 
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reported that the demand for steel generally has been declining and that some 
products now require a real selling job. 

According to recent Government estimates of the demand for specific steel 
products, structural steel represented the most critically short item. The Gov- 
ernment had said that stated requirements for structural steel shapes amounted 
to 223 percent of the estimated supply. 

Such an estimated demand would be equivalent to 2,900,000 tons for the fourth 
quarter of this year, or 11,600,000 tons for a full year. The steel industry chal- 
lenged that demand at the time, pointing out that in the all-out war year of 
1942, shipments of structural shapes totaled 4,943,000 tons, to set a record. 

The steel industry had felt that the demand for these products was inflated 
through a tendency of contractors to seek their total requirements for various 
projects at once, rather than ordering only as they needed the steel. 

Mr. Grace said that Bethlehem, one of the two largest producers of structural 
steel, “is not behind one iota in fabricated steel orders.” 

With respect to other steel products, the head of Bethlehem pointed to gov- 
ernmental restrictions on the production of the automotive and other industries 
and declared : 

“T can’t see anything but overproduction—and soon—in steel.” 

Mr. Timberlake observed that some overinventories of steel have been accumu- 
lated, adding that there “must be a lot of inventory, both processed and un- 
processed, that has not been assembled.” 

Meanwhile, however, consumers continue to indicate a strong demand for steel, 
and the industry is keeping its operating rate above theoretical capacity and a 
shade below record levels. 

If the industry’s production during the current week can match or exceed last 
week's 102.9 percent schedule, it appears that raw steel production for October 
will cross 9,000,000 tons. In only 2 other months in its history—March and May 
of this year—has the steel industry been able to push its output above that level. 
Such production during October would bring output of raw steel in the first 10 
months of the year to a record high of 87,300,000 tons for such a period. 


{From the Wall Street Journal, November 14, 1951] 


Sree. Survey SHows Suppiies Micutr Tor DeMAND Next QuARTER—ANALYSIS 
INDICATES 2,672,000 More Tons May Be AVAILABLE THAN IN 1950 Perrop 


Could steel supply overtake demand in the first quarter of 1952? 

A rough statistical analysis indicates such a development is at least within 
the realm of possibility—barring an outsized step-up in the arms program, or 
a reduction in the steel supply through either strikes or the shortage of scrap. 

First quarter supply outlook is this: 

About 21,125,000 tons of usable steel will be available for the whole economy. 
The military and atomic energy programs will get 2,549,000 tons of it. That 
leaves about 18,576,000 tons available for the civilian economy including ‘“defeuse 
supporting” items. (The “defense supporting” uses are usually “civilian-sup- 
porting,” too. In the current quarter, for example, “defense supporting” steel 
allotments included 1,379 tons for mops and dusters and 4,500 tons for umbrella 
frames. ) 

How does this supply situation compare with that during the first quarter of 
1950? 

About 17,800,000 tons of steel were consumed. Some 246,000 tons went to the 
military. That left 17,554,000 tons for civilians. 

So there could be 1,022,000 more tons availabie for the first 1952 quarter than 
in the like 1950 period. 

But the “excess” could actually be greater than that. 

Auto makers have been ordered to cut back 40 percent from their first-quarter- 
1950 use of 3,618,000 tons. That’s a “saving” of perhaps 1,450,000 tons. Besides 
there’s an additional saving from the cut in appliance output of roughly 200,000 
tons. 

These two savings total 1,650,000 tons. 

Adding these italicized factors, it appears there could be 2,672,000 more tens 
of steel available in the civilian and defense supporting economy than in the 
first quarter of 1950. That’s an increase of 15 percent. 
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{From the Wall Street Journal, November 17, 1951] 


Stem, SHorrace Cry Aa Mytu Says Homer, or BeruLeveM STEEL—CLAIMS 
Suppty Ape@uaTe For Botn DereNse AND CIVILIAN Neeps; BiamMes Bap 
DISTRIBUTION 


The cry of “no steel” was labeled a myth yesterday by A. B. Homer, president 
of Bethlehem Steel Co. 

“It isn’t a shortage of steel that’s the trouble,” he asserted, “it’s bad distribution. 
There's all the steel the country needs, both for defense and to support a thriving 
civilian economy. Steel is pouring from the mills at rates beyond what the 
country’s steel-consuming industries. have ever been able to use,” he claimed. 

In an address before the Society of Naval Architects and Marine Engineers in 
New York City, Mr. Homer said the latest victim of this no-steel myth is the 
current mariner shipbuilding program. Work has been suspended on 15 of the 
35 contracts awarded for this type ship because of a reported lack of steel. 

Less than 1 percent of the steel plate and shape production for one quarter 
would be required to continue the entire mariner ship program, he declared. 
“It is estimated that all the steel plates and shapes needed to allow the entire 
mariner program to continue would be about 10,000 tons more a month than 
has been allotted for the first 3 months of 1952, and that is less than 1 percent 


of production,” he added. 
Mr. Homer’s remedy is to return distribution of steel for commercial needs 


to normal commercial channels instead of its being handled by the Government’s 
controlled materials plan. 

“Steel distribution as conducted today is turning into quite a proposition,” the 
Bethlehem president said. “Any resemblance to the normal way of doing busi- 
ness is purely coincidental,” he added. “Instead of ordering steel, customers 
file requests. Instead of consuming industries, we have claimant agencies. 
Instead of distribution being shaped by natural economic factors, it is shaped 
by unrealistic demands, claimant-agency pressures, and over-all cut-backs.” 

Under CMP anyone who wants steel simply puts a request for requirements, 
Mr. Homer stated. “He doesn’t have to substantiate his need for the amount he 
asks for,” he emphasized. 

Mr. Homer said, “Sometimes the claimant asks for more than he really needs, 
while in other cases requests are more realistic. So people who made the inflated 
requests get about what they want, while those who stated their needs accurately 
suffer from a real cut in allotment of steel. That's why the shipbuilding cut-back 
was unfair.” 

The Cuatrman. That is right for the next quarter? 

Mr. Wirson. For the next quarter. We are going to be short of 
structural for a year. 

The Cuatrman. That causes me to ask this question, because Mr. 
Fleischmann made an excellent witness here yesterday—— 

Mr. Wirson. He would. 

The Crarrman. And explained about the situation of swapping 
steel with ars. aS for aluminum; that we needed the aluminum and 
England needed the steel. Then he went into the surplus of con- 
version steel. He said that its high price was one of the reasons we 
could not use it in this country. 

Is there anything that this committee could be thinking about dur- 
ing the recess to make possible some manner in which that steel could 
be put into use in this country? That impressed me very greatly, 
that here was steel that they would not buy because it was priced too 
high. 

Mr. Wuson. I think that Mr. Fleischmann is on the right track 
when he is pursuing the course that he is currently and has announced 
that he is going to try to get a number of claimants for steel that only 
currently is scarce, now, to get them to resort one way or another to 
that, and it may take a variety of ways to get them to accept it, to use 
conversion steel. 
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The Cuatrman. Is there anything, any law we could pass or any- 
thing that we could do? 

Mr. Wixson. I do not think you need it, Senator. 

The Cuatrman. He said because of the high price. 

Mr. Wirson. All right. I think it would be unnecessary, but if we 
find that we cannot get especially Government agencies, like the one 
where my friend is on the left, to take some of this conversion steel, 
just for the moment, I mean, for the next quarter or two—that is all 
I can see the necessity for—at the higher price, maybe we will have to 
come and say, “All right, we will buy it—the Government will buy 
the blamed stuff and get it and get it out on Government stuff,” where 
it would increase production faster—maybe we will have to ask you 
for that. I believe we have authority to do it now, sir. 
wine CHAIRMAN. I was wondering if we did not have it under the 

‘Ct 

Mr. Wirson. I do not know about RFC. I think we have got it. 

The Cuamman. To spend the money that was appropriated. 

Mr. Wirson. I think we have the authority to.do it. 

Senator Capenart. Is this statement a fact, that industry would 
take this steel if they could use the increased cost and reflect it in the 
increased selling price ¢ 

Mr. Wiison. Well, I suppose they would. I suppose they would, 
Senator, but the variations you would get from that—what percentage 
— they use—you would need more bookkeepers than Carter has 
pills. 

Senator Carenarr. Would the answer be to permit the defense 
establishments to take it all for the next 6 months? 

Mr. Wirson. The Defense Department? There is the Maritime 
Commission. There is overseas stuff. I mean, there are a number 
of ways. I think Mr. Fleischmann has a good plan to try. It is not 
a very large amount. 

Senator Carenartr. About 3 percent. 

Mr. Wirson. It woula be supplementing the present flow at the 
time you need it. You know, conversion steel has a bad odor. It 
should not have. It is perfectly understandable and a perfectly good 
thing todo. I bought lots of it when I was back making an ordina 
living. I think it is all right. No trick about it at all. And I thin 
now we can find a way to introduce more of it into some of these 
defense programs without hurting the over-all cost of the program, 
because you are talking about a small thing and yet maybe a vital 
thing for the next 6 or 9 months. 

Senator Carguart. I suppose you are talking about 1 million tons 
in the next 6 months or maybe more ¢ 

Mr. Wuson. No, about—maybe 2 million—it might be as high as a 
couple of million. 

he Cuamman. Every little bit helps, and I say if in any way the 
committee can help, do not hesitate to let us know. 

Mr. Wirson. All night. 


Senator Carenart. How much more does this conversion steel sell 
for than the regular steel ? 

Mr. Wirson. It varies a lot, Senator. 

Senator Caprnart. Approximately ? 

Mr. Wixrson. I do not know today, but I could tell you that when I 
was buying it it would cost you from $50, $75 a ton increase, because 
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you might buy your ingots 500 miles away from the place you were 
going to have them made into sheet bars and then rv oe have to take 
the sheet bars 500 miles or 300 miles. 

Senator Carenartr. The reason it is more costly is beeause—— 

Mr. Wirson. The transportation. 

Senator Carenarr. Of the cost of handling? 

Mr. Witson. The terrific cost of handling and freight. 

Senator Carenart. It is ingots that go to somebody else to process? 

Mr. Wiison. That is right, where one steel company may have a 
surplus beyond their fabricating requirements and you buy those, and 
you send them to some fellow w ho has an excess of fabri icating capacity 
and it may take two shots—it may have to go to two companies. 
have done it with three. That is pretty costly. 

Senator Carenarr. Of course under the pricing we have, under 
OPS, today they cannot pass that on. 

Mr. Witson. That is right. 

Senator Capenarr. They are asked to absorb that additional cost. 
Would it be possible to cure that situation temporarily ? 

Mr. Wirson. I do not think it is necessary myself. I think the 
easiest way out of it is to try to work it into these others. There are 
certain categories I think that are just ideal for it. For example, and 
this by the way is not my good idea—it is Mr. Fleischmann’s—we are 
already beginning to run into a real shortage of plate, just like in 1943, 
when the Nation was starving for steel plate. But this time we have 

otten more demands for it than we had before, not as much for ship- 
building. but for some others. 

You take just the ships that are contemplated—this is in Mr. Fleisch- 
mann’s specific idea—if we could take this conversion stuff and turn it 
into those plates it would be just one category of use. We ought to be 
able to get around that. The Government pays for it anyway. And 
we at least would speed that program up without hurting a number 
of other programs. 

Vice Chairman Brown. Mr. Wilson, the public pretty generally is 
under the impression that the military is somewhat wasteful in the 
use of materials and supplies. 

Would you care to comment on that? 

Mr. Wirson. Well, I guess, in my judgment, Senator, they are no 
more wasteful than others. War is wasteful. This is war. And it 
is all wasteful. 

Vice Chairman Brown, I think that is right. 

Mr. Wirson. But, gene rally speaking, I do not find, oh, I mean, any- 
thing serious in any w asteful use by the military of materials. 

Vice Chairman Brown. I think that is an excellent answer. 

Mr. Witson. They want to get the best, I will say that. And I 
think we would damn them if they did not, would we not / 

This is the stuff that men’s lives are going to depend on, and I am all 
for giving them the best we know how. 

The Cuarrman. If there are no further questions for Mr. Wilson, we 
would like to ask your opinion, Mr. Foster, from the military stand- 
point, so far as you desire to state as to how the Production Act is oper- 
ating, if there are any changes or thoughts that you may have that 
this cominittee should have. 
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Vice Chairman Brown. Before you go to that, I agree 100 percent 
with Mr. Wilson that we must be prepared, the national defense must 
be as strong as we can make it. That is the only way to prevent wars. 

Mr. Witson. I think so, too. 

Mr. Fosrer. Mr. Chairman, I have no prepared statement, either. 

The Cuamman. We appreciate your coming. I am well aware of 
the fact that I only called you day before yesterday. 

Mr. Fosrer. Yesterday, if I may interject. 

The CuHainman. Yesterday; yes. 

Mr. Fosrer. At this point in my job I am a jack of all trades and a 
master of none, but you did ask me a specific question. 

The CuHairman. I would like to know about that NATO shipment 
and about the airplanes. 

Mr. Fosrer. I would like, first, if I may, to simply say that I endorse 
everything that Mr. Wilson has said in his very masterly presentation 
which he has made. I might a little later high light one or two which 
I am not in disagreement at all with, but I would like to emphasize 
one or two points he made. 

So far as your specific question to me yesterday as to whether there 
is any improvement or change in the Defense Production Act which 
would, in our opinion, help us to get on faster with these production 
schedules, the answer is, “No.” We are going to suggest two minor 
amendments which bear on one of the points that was made here. 

One of those points is, perhaps, to have the authority to spend some 
money to develop substitute materials for some of these scarce mate- 
rials about which Mr. Wilson spoke. 

The Cuarrman. Have you got sufficient law to do that now or, do 
we have to amend it? 

Mr. Fosrer. It will come in. There is an amendment to it. 

The Cuarrman. To this law? 

Mr. Foster. With our suggestions. 

The Cuarrman. I am glad to know that. 

Mr. Fosrrer. And I think it fits in very well with the question you 
have. 

And the second thing is another minor amendment in terms of the 
big job we have which is to give us the right to operate certain plants 
which are dealing in that type of scarce material, particularly tita- 
nium, as I recall. 

Mr. Wison. That is right. 

Mr. Foster. So that my direct answer which I come out with on 
the rather limited inquiry I have been able to make is that we have 
ho suggestions. 

The Cuarrman. Except those two amendments ? 

Mr. Foster. And we see nothing in the act itself which is responsible 
for our not having all of the goods that we would like to have at this 
time. 

The points of emphasis that I would like to make on Mr. Wilson’s 
remarks are these. 

First, I want to say that we have had, as he said, the greatest pos- 
sible cooperation from his agency in getting what we need in the way 
of materials and facilities. 

The thing that perhaps is not clear to everyone is that we are not 
attempting to build great quantities of end items at this time. Our 
desire is to build the strength that will prevent a war. If the war 
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comes we want to have the strength which will allow us to win it and 
to do that we are building the facilities and the resources to give us 
large-scale production at that time, while not failing in the interim to 
have sufficient strength to meet the immediate threat. 

The Cuatrman. Do you think the ability sufficient—do you think 
you are building sufficient ? 

Mr. Foster. We are building facilities in terms of the machine 
tools, in terms of the capacity to develop these new and improved 
weapons which will be a great strength to the United States and a 
great contributor to its security. I think that we are apt to confuse 
the number of end items with the ability to produce the modern equip- 
ment, the modern airplanes and tanks jo electronic devices which 
we need, 

As Mr. Wilson has said, the difference today is that they are tre- 
mendously more complicated, tremendously more powerful and will 
be, in our opinion, tremendously more effective if we have to face an 
all-out war. 

We are in a war, as Senator Capehart has said. 

The Cuarmman. I am glad to hear somebody from the Defense De- 
partment say that. I am glad to hear you say that. 

Mr. Fosrer. It is not a legal war, but it is a war that we are fight- 
ing and losing people. 

Senator Carenarr. You say it is not a legal war? 

Mr. Foster. I would not get into an argument as to the statutory 
provisions. This is not an all-out war, Senator Capehart. 

Senator Carenart. Let me ask you this question: I am vitally in- 
terested now asacitizen. When are you going to win it? 

Mr. Foster. I cannot answer that, sir. 

Senator Carenart. How are you going to win it? 

Mr. Foster. I cannot answer it that way. We are very hopeful—— 

Senator Carenarr. If this is a war—if it is not a legal war—how 
are we going to win it? When are we going to win it? 

Mr. Foster. I am very hopeful that we will be able to negotiate an 
armistice in these hostilities. Even though we do, as the chairman 
said a moment ago, there will be no reduction in the need of building 
military strength to deter aggression from our enemies. The Korean 
hostilities take a tremendous amount of current material, but even 
though it is terminated by an armistice we will need all of the things 
that are now scheduled. We will need great improvements in our 
present delivery schedules, much as we have increased the availability 
under present conditions. 

So I simply want to emphasize two things. One, Korea must not 
be taken as the end of this effort, because it is not. We do need the 
urgency of the United States. 

The Carman. It is only the beginning of the effort to be prop- 
erly prepared. 

Mr. Foster. That is correct, sir. 

The CHatmrman. We neglected it in 1946 after the last war. 

Mr. Foster. That is correct. ; 

In terms of getting ready for production, there is a great deal in 
the plants under way which will be ultimately delivered within Mr. 
Wilson’s year or 18 months. Some of these my Ne however, as 
he said, have a lead time of 30 to 35 months in the production cycle 


alone, 
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So we should not be too discouraged by the fact that they are not 
coming off the end of the line in the numbers that compare with the 
numbers of production during World War IT. 

The power of those airplanes, the complication, the ability of those 
airplanes to perform is considerably greater, 4 or 5 to 1. Of course, 
it is more difficult. Of course, we need a great deal more design. Of 
course, we have all of the production difficulties that you run into 
when you put a new product into production. 

There is one other point I would like to make, that there is always 
a problem to decide as to whether you want a great quantity of what 
is available today, so far as design goes, or whether you want in the 
product which comes off the latest improvements. Some of the so- 
called slippages have been due to the fact that a conscious decision 
has been made that we would prefer to wait a brief time in order to 
have a much better article. 

Senator Capehart will be thoroughly familiar with that kind of 
problem. 

Senator Capenarr. I understand exactly what you mean. 

Mr. Fosrer. I again want to endorse what Mr. Wilson said, and 
to subscribe to what he said, and to say that we are getting a great 
deal, and it is not enough, and we are going to do everything we can 
to get more. 

Senator Carenarr. Let me ask you this question: General Vanden- 
berg said that the Chinese outclassed us in the air at the moment. Is 
that due to a lack of production in the United States; what is the 
reason for that ? 

Mr. Foster. I am not sure that is exactly what he said. I think 
he said that they had come from a vastly inferior position to a posi- 
tion where we did not any longer have the great superiority in Korea. 
The MIG 15 is an airplane which is in many respects one that out- 
performs anything we have in Korea. We are able to still maintain 
air superiority due to the fact that our training is better, our pilots 
are better, our procedures are better, but there is a definite advance 
in terms of certain items of performance in the MIG over our best 
airplane in Korea. 

Senator Carenart. So far we have not won that war. Has it been 
due to the fact that we have not had the necessary equipment and 
airplanes to win it, or has it been that we simply did not want to win 
it.because of the protocol of being a part of the United Nations? 

Mr. Foster. Senator, if I may, I am going to duck that one. I 
have been Deputy Secretary of Defense for 8 weeks, and 2 weeks of 
that my boss has been away, and that is a military question. 

Senator Carenarr. I am not going to insist that you answer it, but 
the American people would like to have you answer it. 

Mr. Foster. I am sure that there are military men who can give you 
a better answer to that than I. And as a jack-of-all-trades I prefer to 
refer that to them. 

Senator Cargnart. Isn’t this an international war under interna- 
tional law? You said it was not a legal one. 

Mr. Foster. The United Nations has declared that we are resisting 
aggression. Our command out there is under the United Nations. 

rere are associated with us many other nations in putting down this 
aggression. 
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The CHamman. What about the shipments to the NATO coun- 
tries? Would you want to comment on that, or would you prefer 
not to? 

Mr. Fosrer. I will be happy to comment in general terms. 

The Cuarman. That is all right. 

Mr. Foster. I think there is confusion about shipments to NATO 
countries. We are certainly behind in shipments of some of the longer 
lead items on which we are behind in our own country. 

There are two things that we have to do, in any military program. 
We first come to you gentlemen with a program for deliveries over a 
period. That is set forth in terms of future deliveries, some of which 
come in the year in which we get the appropriations, and some of 
which come the next year or even later. We have then schedules of 
deliveries which are separate from that program and on which we 
get our appropriations. 

We have a schedule of delivery which is in two parts: First, suffi- 
cient goods to be given to troops in training, so that they may be 
properly trained. The second is the full equipment to have them 
combat-ready. 

We have no evidence that there has been any failure of shipments 
for training purposes in time to carry on the training in Europe which 
has been scheduled under that program. 

Vice Chairman Brown. A few minutes ago you said it was not a 
legal war, and then you defined what you meant. You meant that it 
was not an all-out war, is that what you meant by a legal war? 

Mr. Foster. Yes. 

Vice Chairman Brown. I want the record to show that, that you 
explained what you meant by legal war, that it was not an all-out war. 

Mr. Foster. The equipment to have the divisions combat-ready has 
been given substantially in accordance with the programs of delivery 
that we had established during the discussions last year. Certainly, 
the long-range items for the increased troops in being in Barope have 
not yet taken place, have not yet been made, but the equipment which 
has h ven essential for those troops to be trained to the point of combat- 


reaviness has not been behind the troops who have arrived on the 


scene to use them. 
The Cuarmman. How about the cooperation from those countries 


on materials ¢ 

Mr. Fosrer. They are contributing not as much as we would 
like to see them, Mr. Chairman. We believe that production in Eu- 
rope can be substantially increased and we are taking steps with Mr. 
W ilson’s office and Mr. Harriman’s office through the Mutual Security 
Agency to increase that production, through “off. shore procurement 
and through any other AB ae 

The CHarrman. The production of this country cannot be much 
increased itself, can it ¢ 

Mr. Foster. In this country? 

The Cram an. It can not be greatly increased. 

Mr. Foster. We are bending every effort, as Mr. Wilson has so 
well said— 

The Cuarmman. You said certain European countries you believed’ 
could increase it. 


Mr. Foster. Yes, I do. 
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The Cratrman. In other words, they could do more than we can 
do at this point of the game, because we are producing as much 
as we can for ourselves, plus what we have got to send overseas. 

Mr. Fosrer. That is right. 

The Cuarrman. Is that right? 

Mr. Foster. That is right. There are certain capabilities which 
they have which would mesh with ours to increase the total flow and 
we hope to develop those and to help them to get ahead with them. 

d The Cuamrman. That would relieve certain conditions at home, 
if that is done. 

Mr. Foster. I am not sure it would relieve conditions at home, 
so much as it will accelerate the speed with which certain of this 
material gets into the hands of the troops in Europe. 

The Cuatmman. It will assist then ? 

Mr. Foster. Yes. 

The CHarrman. We are very appreciative for your appearance 
here, Mr. Foster and Mr. Wilson, and the committee has gotten a 
very good view of the picture, I think. 

The committee will be glad to hold hearings and work as quickly 
as we can when you have any suggestions, if you do need some speci- 
fic things, that ought to be ‘done, to help get this country strong as 
quickly as possible. 

Mr. Foster. We appreciate that very much. 

Senator Caprenart. I might say that I do not see anything wrong 
with conditions. 

Mr. Wiutson. May I just add something? While listening to the 
Secretary I was thinking of a point that I intended to make to you 
that might be helpful in your consideration of the subject, not an 
afterthought. I think I should have said that compared to the pro- 
duction of military end items and defense plant expansion at the time 
of Korea that the increase since is approximately 300 percent. I 
thought maybe that figure might mean something to your considera- 
tions. 

There is one other point. I talked about the strikes that we had had 
which had been somewhat confounding in copper and other things. a e 
think in fairness I ought to say at the same time that we probably ha¥e 
lost less man-hours, less material and production as a result of strikes 
than when we had the no-strike clause during the last war. Confound- 
ing and as upsetting as they were, and I make no bones about it—I 
think they were, yet it is true that we have had less of that than when 
we had under the no-strike clause before. 

The Cuairman. In other words, conditions have improved ? 

Mr. Wirson. I think they are better, yes. And I think in common 
fairness I ought to say so. 

The CuarrmMan. I want to make this statement, also. This commit- 
tee would be only too glad to get to work on these necessary amend- 
ments immediately. Mr. Capehart concurs with me, and Congressman 
Brown says that he will immediately take it up with the chairman of 
the House Banking and Currency Committee to see that the House 
acts simultaneously with us, if possible. 

Senator Carenarr. I think your defense effort is going along all 
right from what I know about it. You know more about it than the 
average. However, when you talk about 300 percent increase—— 
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Mr. Witson. From a low base. 

Senator Carenarr. It depends upon what the low base was. If you 
turned out one and it is 300 percent, that is not much. 

Mr. Wixson. I will tell you the figure if you want. I do not think 
it is secret. It is from about something around 500 million a month 
and currently it is approximately 2 billion a month. 

Senator Carenart. Hard goods? 

Mr. Witson. No, for all goods; hard, soft, and the specialized-plant 
expansion. It is running about 2 billion a month. 

Senator Carenartr. You figured it will go up to about four, I believe 
you said. 

Mr. Witson. Ultimately. Yes, about that in time, unless you make 
some great changes. That will bein your hands. 

The Cuarrman. Mr. Secretary, we appreciate again your appear- 
ance, and that of yours, Mr. Wilson. 

The committee will stand in recess until 2 : 30 o’clock. 

(Whereupon, at 12:30 p. m. the committee recessed to reconvene 
at 2:30 p. m., this day, in executive session.) 
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